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THE DANUBIAN ECONOMIC PROBLEM. 


HE periodic meetings of the Rome Protocol Powers’ and of 
the Economic Council of the Little Entente, together with 
such developments as the expansion of German trade with 

South-Eastern Europe and the Austro-German Agreement of July, 
1936 combine to keep the economic problems of the Danubian 
States more or less permanently in the limelight. 


There has been no lack of Danubian Plans in recent years. Yet 
a common feature of all such Plans has been their failure to achieve 
any practical success. An attempt to explain why this is the case 
provides, therefore, a good starting point for a brief survey of the 
trading relationships of these countries. 


The Danubian economic problem is perhaps fundamentally due 
to two main factors: the development of overseas agricultural pro- 
duction, and the break up of the Austro-Hungarian Empire. The 
displacement of Danubian by overseas grain supplies, made inevit- 
able by the development of transport facilities in and with the New 
World, was accelerated by the Great War ; and in 1919 the problem 
was intensified by the division of the “free trade’’ area of the 
Empire, with its 50,000,000 inhabitants, into five component parts. 
Three of these—Austria, Hungary and Czechoslovakia—became 
independent countries, whilst the other two were attached to outside 
States—Rumania and Serbia. One result of this was the appearance 
of a whole network of tariff barriers where previously none had 
existed. 

The difficulties created by these new barriers were immediately 
obvious ; and some attempt was made to alleviate the position by 
inserting into the Treaties of Peace provisions permitting Austria, 
Hungary, and Czechoslovakia to grant preferential treatment to 
each other’s goods. These provisions had, however, no practical 
results. ; it was only in 1934, under the Rome Protocols, that prefer- 
ences were accorded to each other by Austria and Hungary, whilst 
not until April, 1936 did Austria and Czechoslovakia agree to take 
similar steps. 

In the early post-war years there was a real opportunity for 
Danubian economic co-operation, for the primarily industrial States 
of Austria and Czechoslovakia were to a considerable degree com- 
plementary to the agrarian States—Rumania, Yugoslavia, Hungary 
and Bulgaria. Even at that time, of course, the Danubian area 
could not have been self-sufficient : there was inevitably a Danubian 
surplus of such products as cereals, timber and petroleum, and a 
partial or complete lack of other materials, such as cotton and coffee. 
But in practice no attempt was made to develop inter-Danubian 
trade even within these limits. In fact, the whole tendency was the 


(1) That is, Italy, Austria and Hungary. 
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other way—the Danubian countries became economically increasingly 
independent of one another. The general object was not Danubian, 
but national self-sufficiency ; and this meant that Austria and Czecho- 
slovakia expanded their agriculture, whilst Rumania, Yugoslavia, 
Hungary and Bulgaria developed their industries. Since 1929 these 
tendencies have been very much accentuated by the general depres- 
sion in international trade. 


The consequences of agrarian protectionism are very much more 
striking in the case of Czechoslovakia than of Austria. Austria has 
to a large extent replaced her former imports of finished farm 
products by imports of primary products, fodder, etc. Yet the 
quantity of farm products imported into Austria in 1935 was still 
82 per cent. of the average of 1926-28; whereas in the case of 
Czechoslovakia the proportion had fallen as low as 26 per cent. 
Previously one of the great wheat importing countries of Europe, 
Czechoslovakia is now a net exporter of wheat. One interesting 
factor contributing to this result was the post-war collapse of the 
sugar market. Czechoslovakia, as the largest European beet sugar 
exporter, was compelled by the competition of cheap cane sugar 
to restrict production very severely, and for the rich soil suitable for 
sugar beet the natural alternative crop is wheat. 


The four agrarian States show precisely the opposite tendency. 
Imports of finished manufactured goods have declined relatively to 
imports of raw materials and semi-manufactured goods. This is 
particularly evident in the case of textiles, raw cotton and cotton 
yarns being imported in place of cotton piece-goods. ‘‘ Broadly 
speaking, Hungarian industry is supplying more and more of the 
demand for finished goods, which were formerly imported from 
abroad ; but the purchasing power of the population remains much 
lower than it was when Hungary bought foreign finished goods, 
and exported, not only far greater quantities than at present, but 
goods in more valuable forms—e.g., flour instead of grain, and 
prepared meats instead of live hogs and cattle.’”? 


To some extent, of course, the development of the simpler forms 
of industry is natural and inevitable in agricultural countries, 
particularly when the safety-valve of emigration is closed; and it 
should eventually expand purchasing power. But at present the 
internal purchasing power of the Danubian countries is so small 
that an industry of any size established in one of them is compelled 
to rely largely on exporting its products; and export prices are 
kept at rock-bottom by outside competition. This is one reason for 
the extent of cartellisation amongst these countries’ industries, the 
cartels being partly designed to extract high prices from domestic 
consumers in compensation for low export prices. 


(1) League of Nations ‘‘ Financial Position of Hungary in the 2nd Quarter of 
1936'’; 19th Quarterly Report by Mr. Royall Tyler, p, 15. 
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The decline of inter-Danubian trade even since 1928 is shown 


by the following table : 
Imports from other Exports to other 
Danube countries (as Danube countries (as 
°% of of total imports). % of total exports). 


0 





1922 1928 §=—s_: 1935 1922 1928 1935 














Austria... oe GAH 36.3 36.9 43-2 35.1 31.5 
Bulgaria .... — 26.6 21.4 11.3 22.3 14.9 
Czechoslovakia .... 18.6 17.1 16.8 37-9 30.2 20.9 
Hungary .... a: aa 52.4 44.5 74.4 64.4 31.8 
Rumania .... wn ee 31.6* 29.7 34-7 29.1* 28.4 
Yugoslavia wee 55-9 44.6 31.0 37-0 37.1 33-2 
* 1927 

The first reason for the failure of all Danubian Plans is, therefore, 
the refusal of the Danubian countries to co-operate economically, 
and the determination of each to become as self-sufficient as possible. 
The second reason is their economic dependence upon outside 
Powers, notably Germany and Italy. The following table shows 
the extent of this dependence by 1935 : 


’ &, Total Imports % Total Exports 
coming from going to 





Germany Italy Germany Italy 
Austria es ba 16.6 4.8 15.6 14.2 
Bulgaria peed Awe 53-5 3-1 48.0 8.7 
Czechoslovakia m 17.3 2.8 14.9 2.6 
Hungary _.... aa 22.6 7.4 23.9 13.3 


Rumania .... a 24.4 7.8 16.6 16.2 
Yugoslavia .... wei 16.2 10.0 18.6 16.7 


These figures, in conjunction with those of the previous table, 
show that the German and Italian markets are together just as 
important to each Danubian country as the combined markets of 
the remainder of the Danubian group. In the case of Bulgaria, 
Germany alone took more than three times as much as all the other 
Danubian countries together. Germany and Italy are thus in a 
position to “‘ impose sanctions ’’ on any Danubian scheme of which 
they disapprove. This example illustrates very well the great 
difficulty in the way of all projects for regional low-tariff groups. 
There are always important third parties who object to any infrac- 
tion of their most-favoured-nation rights, and the possible advantages 
to be gained within the projected group are more than counter- 
balanced by the disadvantages of antagonising valuable outside 
markets. 

In the case of the Danubian area it is sometimes suggested that 
this difficulty could be overcome by allowing Germany, and perhaps 
Italy as well, to co-operate in forming a vast economic union stretch- 
ing from Hamburg to Constantinople. Such a scheme, however, 


561 





6 


would in its turn demand sacrifices from outside countries like Great 
Britain ; sacrifices which would clearly not be accepted without some 
very real compensation. 

In recent years various attempts have been made at partial 
solutions of the Danubian economic problem. Of these, one of the 
most interesting has been the co-operation of Italy, Austria and 
Hungary under the Rome Protocols of March, 1934. Under the 
second and third of these Protocols Austria and Italy undertook to 
purchase considerable quotas of Hungarian wheat at a price which 
was at that time nearly double the world price, whilst Italy and 
Hungary granted preferences to Austrian industrial products. 
Since the Protocols were signed both Austrian and Hungarian 
exports to Italy have risen. The share of Austria’s exports taken 
by Italy rose from 11 per cent. in 1933 and 1934 to 14 per cent. in 
1935, and in the period March-May, 1936 Italy even displaced Ger- 
many as Austria’s chief market. The proportion of Hungary’s 
exports going to Italy rose from 8 per cent. in 1934 to 13 per cent. 
in 1935, and this position seems to have been maintained in 1936. 

On the other hand, the strong protection accorded to agriculture 
in Austria and to industry in Hungary has not facilitated trade 
between the two countries ; Austria’s exports to Hungary increased 
in 1934, but her imports did not, and since that year the trade in 
both directions has been declining. Indeed, one authority maintains 
that, although the total value of trade between Italy, Austria, and 
Hungary has risen, “ this increased value was caused by a rise in 
prices as the Italian price-level rose. The actual quantum of trade 
seems to have decreased.’’? In any case, it is very important to 
remember that Austrian imports in particular were stimulated 
by Italy’s preparations for the Abyssinian war, and _ that 
Austria and Hungary were the only League countries, apart 
from Albania, which refused to apply any economic sanctions 
against Italy in October, 1935. In fact, it is widely thought that 
the war and sanctions were very much more important—and more 
ephemeral—stimulants of Italian imports from Austria and Hungary 
than the Rome Agreements. 

If the Rome Protocols have had no conspicuous success in 
stimulating the mutual trade of the signatory Powers, the Economic 
Council of the Little Entente has had still less. . A striking feature 
of the trade between the members of the Little Entente is its relative 
unimportance. In 1935 Czechoslovakia took 13 per cent. of Yugo- 
slavia’s exports and provided 14 per cent. of her imports; whilst she 
took six per cent. of Rumania’s exports and provided 10 per cent. 
of her imports. But the relative importance to Czechoslovakia of 
these transactions was much smaller; whilst the trade between 
Rumania and Yugoslavia was negligible. The basic difficulty is 





(1) For particulars of the Rome Protocols see the Bulletin of November 21, 1936, 
Vol. XIII, No. 11. 


(2) League of Nations, World Economic Survey, 1935/36, p. 195. 
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that Czechoslovakia cannot absorb the agricultural surpluses of 
Rumania and Yugoslavia; a difficulty which is intensified the 
more she replaces sugar beet by other crops. In this connection it 
is interesting to note that Czechoslovakia’s agricultural imports 
fom Yugoslavia and Rumania in recent years have fallen very 
nearly as much as her imports from Hungary, significant as showing 
that the fundamental reason for the remarkable decrease in Czech- 
Hungarian trade is not so much the absence of a proper commercial 
treaty between the two countries since 1930 as the development 
of agrarian protection in Czechoslovakia. 

But although the possibilities of expanding agricultural sales 
to Czechoslovakia may be limited, there are abundant supplies of 
petroleum in Rumania and of metals in Yugoslavia as well. These 
are materials of which Czechoslovakia requires very much larger 
quantities than she at present takes from her two partners in the 
Little Entente. On the other hand, Czechoslovakia is anxious not 
to antagonise such countries as Poland, from which she at present 
draws considerable supplies. Also, the metal resources of Yugoslavia 
and Rumania are at present very little developed, and it would be 
a mistake to suppose that Czechoslovakia has an abundance of 
capital available for investment abroad ; moreover, there is a natural 
tendency to devote such capital to the “ nationalisation '’ of Czecho- 
slovak industry, in the sense of buying out foreign shareholders. 
As regards the commercial relations of Yugoslavia and Rumania, 
the obvious difficulty is the fact that both are primarily agricultural 
exporting countries. Recently, however, steps have been taken to 
stimulate the exchange of Rumanian oil for Yugoslav copper and 
other metals. 

The Austro-German Agreement of July, 1936 is another event 
of potential significance for Danubian trade. So far, however, the 
only concrete result of the Agreement in the economic sphere has 
been the removal of the Rm.1,000 tax on German visitors to Austria ; * 
but this change is of little importance so long as German tourists 
are only allowed to take Rm.1o into Austria. The commercial 
negotiations between the two countries are still in progress, but 
seem to making little, if any, headway. Germany, always the chief 
market for Austrian exports, is prepared to take still larger quantities 
of Austria’s timber, cattle and other agrarian products, and is 
anxious to pay with manufactured goods, including armaments. 
But Austria cannot accept these without injuring either her own 
industries or antagonising her normal sources of supply. 

This difficulty is typical of Germany’s commercial relations with 
all the countries of South Eastern Europe. Germany is prepared 
to expand almost indefinitely her purchases of agricultural materials 





(1) In the years before the depression something like 1,000,000 German tourists 
used to visit Austria every year. The majority were not, of course, wealthy, but 
their mere numbers made them of some significance to Austria’s balance of 


payments. 
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from these countries on condition that they accept payment in the 
form of finished goods.* Anxious, as they are, to protect their owy 
industries, these countries are not at all attracted by this solutiop. 
Yet what alternative is there to the German market ? Italy has 
expanded her purchases from Austria and Hungary, but it is doubtfy| 
whether even these can be maintained ; whilst no other country— 
for instance, France, Great Britain, the United States, Poland or 
the U.S.S.R.—either has at present or seems likely in the near 
future to develop really important commercial relations with any 
Danubian country. , 

The devaluation of the gold bloc currencies on September 26 
and of the lira on October 5 caused some dislocation of Danubian 
trade, but the only Danubian country to follow suit was Czecho- 
slovakia. Czechoslovakia had already devalued in February, 1934. 
This earlier move had excited considerable controversy, as it was 
widely felt that a devaluation of 16 per cent. was insufficient for the 
purpose of stimulating Czechoslovak exports, and that this and the 
absence of a “‘ cheap money ”’ policy were accentuating unnecessarily 
the economic depression in Czechoslovakia. This depression bore 
with particular severity on the German section of the population, 
which is concentrated in the exporting industrial districts of the 
country ; and in some quarters this is regarded as one factor which 
has made for the success of the Henlein Party. Should this supposi- 
tion be correct the second devaluation of October, 1936 may con- 
ceivably have political as well as economic effects. 

In Austria there has been some division of opinion over the 
question of a further devaluation of the schilling. Austrian industry 
has to export perhaps 40 per cent. of its production, whilst very 
serious competition in the tourist industry is certain as a consequence 
of the devaluation of the Swiss franc. Moreover, the Austrian 
price-level is exceptionally high. On the other hand it is argued 
that devaluation would have psychologically disastrous results, and 
that it would be impossible to resist the demand for immediate 
wage-increases which would counter-balance any advantage gained 
by a reduction in the rate of exchange. 

In the other Danubian countries the question of straight-forward 
devaluation hardly arose, owing to the elaborate system of exchange 
control in force. Hungary, for instance, has a system of export 
premia and import surcharges which vary as between different 
countries according to the directions in which it is desired to stimulate 
trade. 

If any conclusion emerges from this survey it is that there is 
little hope of any general Danubian agreement. Smaller groups, 
such as the Rome Protocol Powers or the Economic Little Entente 
may achieve minor results; and bilateral agreements with such 
countries as Germany may achieve still more. But there is always 





(1) Cf. the article on Dr. Schacht in the Balkans: The Economic Background 
in the Bulletin of July 4, 1936, Vol. XIII, No. r. 
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the difficulty that any exceptional expansion of imports from one 
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DIRECTION OF TRADE OF DANUBIAN COUNTRIES. 
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Note.—Bullion and specie are included in the case of all the countries except Austria a0! 


Hungary. 
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a CHRONOLOGY. 


Abyssinia. 

December 16th.—Ras Desta and Dejasmatch Gabre Mariam were 
reported to have been defeated in the Mirgo Valley and to have fled. 

December 17th.—The surrender of Ras Imru, with all his men, 
was announced. 

December 18th.—Gambela was occupied by Italian forces, and 
friendly contact was established with the Sudan political officers in 
the commercial enclave. (This was held on lease by the Sudan Govern- 
ment as a trading post, about 70 miles inside the Abyssinian frontier). 

Statement in Parliament re conditions in Abyssinia. (See Great 
Britain). 

December 22nd.—The Italian authorities announced that Ras 
Kassa’s two surviving sons had been captured during police operations 
in North Shor and shot. 

December 23rd.—The Italian authorities announced that Wallega, 
Jimma, Kafa and Arusi were entirely under their control, and that no 
military problems were presented by the march on the Magi and Lake 
Rodolfo regions. 

December 26th.—Addressing the native chiefs at a military ceremony 
in Addis Ababa Marshal Graziani said the Italian troops had reached 
the farthest frontiers of the country, and were marching, in northern 
Bale, on Goba, Gigner and Magalo. 

A . 

December 16th.—A draft treaty submitted by the U.S. delegation 
was signed by all 21 delegations to the Conference. It co-ordinated, 
amplified and ensured the fulfilment of the existing treaties between 
the American Republics, 7.e. the Gondra Treaty of May 3, 1923; the 
Washington Treaty of Arbitration, and the Washington Treaty of 
Conciliation, both of January 5th, 1929; the Saavedra-Lamas Treaty 
against War, of October roth, 1933, and the Kellogg Treaty. 

Article 2 confirmed the promise of co-operation and consultation 
stipulated in the Treaty signed on December 12th. 

Article 3 declared that, in case of a threat of war, the conflicting 
parties would not engage in hostilities during the consultations, nor 
for at least six months. 

Article 4 obliged the contracting parties to accept mediation, 
investigation, conciliation, and the arbitration of the Courts of Justice, 
and Article 5 stated that, if the measures provided failed and hostilities 
began, the neutral signatories would consult immediately and take 
measures in accordance with the collective treaties—this step not being 
considered as a hostile act by any State affected. 

By Article 6 the signatories agreed to consider the imposition of 
an embargo on the supply of armaments and funds to belligerents, 
but this was to be without prejudice to their neutrality and to the 
obligations contracted by States as members of the League. 

Article 7 provided that the rights and duties of the signatories as 
members of the League should not be affected. 

The Treaty was valid indefinitely, but might be denounced at 
one year’s notice. 

Argentina reserved the question of unratified treaties, and refused 
to agree to an embargo on the supply of food and primary products for 
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civil populations. Moreover, in case of a war of aggression, each nation 
should reserve its attitude to an embargo on the supply of arms. 

Colombia made a reservation demanding a precise definition of 
the aggressor. 

A Protocol was also accepted unanimously, which defined inter- 
vention in any country as a threat to peace. (This was the only treaty 
signed without reservation by every Government), . 

December 17th. — The Conference, in plenary session, approved 
the Peace Conventions already agreed to in committees, and the agree- 
ment for the establishment of an inter-American Court of International 
Justice. 

The Committee on Economic Problems recommended the Govern- 
ments of the Americas to reaffirm the declaration of the Monte Video 
Conference that equality of treatment should be the basis of trade 
policy, and to suppress all discrimination, including import licences, 
exchange control and bilateral financial agreements. 

The Committee on the Organization of Peace referred to a Sub- 
Committee a draft for the creation of an American League of Nations, 
submitted by the delegate of Dominica. 

December 18th.—The Committee considered a Draft Treaty of 
Inter-American Solidarity and Co-operation, submitted by the Central 
American delegations. The second Article declared that an attack on 
one American nation was an attack on all. 

This was supported by the U.S.A. and Brazil, and opposed very 
strongly by Argentina, and a vote on it showed that the Argentine 
delegate was the only objector, but it was decided to make a declara- 
tion of principles rather than prepare a draft treaty. 


December t9th.—The Conference, in plenary session, adopted the 
draft convention to co-ordinate, amplify and ensure the fulfilment of 
the existing inter-American treaties. It also agreed to 22 other con- 
ventions and resolutions, including ones for pacifist teaching, develop- 
ment of cultural relations, art exhibitions, revision of school text-books, 
moral disarmament, the use of broadcasting for peace, women’s rights, 
library exchanges, the protection of intellectual property, and the 
press as an agent for peace. 

December 20th.—The Committee for the Organization of Peace 
attempted to reach agreement on two draft protocols amending 
and superseding the Washington Treaties of arbitration and con- 
ciliation of 1929, but owing to Argentine opposition and the submission 
of proposals not acceptable to the other delegations, the Committee 
decided to refer the drafts to the committee of jurists meeting in 
Washington in April, 1937. 

December 23rd.—The Conference closed, and Mr. Cordell Hull 
gave an address in which he said they should guard democracy, their 
chosen form of Government, with a jealous eye. There was no need 
for their conception of peace to be limited™to the American nations 
—there was the imperative need for its immediate world-wide 
application. 

He could not over-emphasize that they were not moving towards 
a policy of continental isolation. They had witnessed significant 
advances towards established peace in the Western Hemisphere ; might 
the example be of avail throughout the world. 
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December 31st.—The Senate, by 17 votes to 4, passed a Bill for the 
suppression of Communism. 

The State Oilfields signed an agreement with the Standard Oil 
Company for the purchase of the latter’s interests in the Argentine 


for a maximum of 934 million pesos. 


Australia. 


December 23rd.—A Conference of the Empire Parliamentary 
Association was opened in Adelaide. 

December 27th.—The Minister in charge of trade negotiations 
announced the conclusion of an agreement with Japan, to remain in 
force for 18 months. It fixed the quantities of wool to be purchased 
by Japan and of textiles to be purchased by Australia, and provided 
for the removal by each country of the special prohibitions against 
the exports of the other. 


Austria. 

December 23rd.—In a statement regarding negotiations to be 
opened with Germany within a few days, Dr. von Schuschnigg said 
Austria would receive armaments and munitions under a new trade 
agreement. 

December 27th.—The Wiener Zeitung, the Government organ, in 
an article on the choice before Germany, maintained that in com- 
bating Communism butter was better than guns. The agreement 
with Japan had not attracted other countries as its authors probably 
hoped, and had awakened fears of an anti-Communist crusade that 
might lead to a catastrophe from which Bolshevism would emerge 
the victor. 

Communism, it argued, should be attacked in the economic and 
social field, and it was quite wrong to drive out the Bolshevist devil 
with the Beelzebub of methods copied from Communism—e.g. by 
restricting the freedom of trade and thus approaching the trade 
monopoly and other institutions of Moscow. 

December 29th.—The Government’s “ Winter Help” campaign 
was reported to be seriously affected by the efforts of Nazis to boycott 
it and to persuade supporters to subscribe instead to their own 


“Winter Help.” 
Belgium. 


December 23rd.—The Government informed the Italian Govern- 
ment that they had decided to withdraw the Legation at Addis Ababa 
and substitute a Consulate-General. 

December 25th.—The Chamber, by 122 votes to 27, and 7 absten- 
tions, passed the Bill fixing the military contingent for 1937 at 
54,000 men. 

January 5th, 1937.—The text of the law was published providing 
that anyone who by gifts, remuneration, promises, or threats recruited 
men or initiated the engagement of men for the benefit of a foreign 
army would be liable to imprisonment for up to six months. 


Brazil. 


December 31st.—In a message to the nation President Vargas said 
the revenue was in excess of the estimates and the country was tranquil. 
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The programme for the year included the creation of rural credit and 
the reform of the Bank of Brazil, the regulation of insurance, reorgan- 
ization of the mercantile marine and the reform of the Civil Service. 

January 4th, 1937.—The Ministers of Foreign Affairs and of Justice 
resigned. 


Bulgaria. 

December 21st.—It was learnt that the Government had intimated 
to the Italian Government their desire to establish a Consulate in 
Addis Ababa. 

December 31st.—Announcement ve pact of friendship with Yugo- 
slavia. (See Yugoslavia). 

January ist, 1937.—The Prime Minister broadcast an address in 
which he said Bulgaria was beginning to assume the place due to her in 
international politics. 


Canada. 

December 16th.—The Minister of Defence announced that the 
Defence Forces were to be reorganized, mechanized, and modernized 
on a comprehensive scale. 


China. 

December 16th.—The Central Government issued an order for a 
punitive expedition under the Minister of War against the rebel forces. 

Fighting was reported at a point 20 miles west of Sianfu. 

The death of Shao Yuan-chung, one of the officials captured at 
Sianfu, was announced. 

December 17th.—The Young Marshal asked that hostilities should 
be suspended pending the receipt by Nanking of a letter carried by 
General Chiang Ting-wen, who had been appointed by the Govern- 
ment to supersede him and had left for Loyang. 

The Government replied that as long as Chiang Kai-shek was 
not a free agent no orders alleged to have been issued by him would 
be recognized. 

December 18th.—The Young Marshal was reported to have sent a 
representative to Taiyuanfu, stating that his motives were patriotic 
and asking for advice from Yen Hsi-shan. 

The Nanking Government received from Teh Wang, the Mongol 
Prince, and Tso Shih-hai, a bandit allied with him in the Mongol attack 
on Suiyuan, a telegram declaring that they would suspend hostilities, 
as they did not want a “ local dispute ” to affect the general situation 
in China. They hoped that the Generalissimo would soon be released. 

All the Provincial Governments were understood to have pledged 
their support to the Government against the mutineers. 

December 19th.—Chiang Ting-wen arrived in Nanking with Chiang 
Kai-shek’s letter, in which he asked that the bombardment being 
carried out near Sianfu should be stopped until the evening 0! 
Deceinber 19th. 

He also brought a message from the Young Marshal asking for 
a suspension of hostilities and discussions for a compromise. The 
Government decided to inform him that they would neither suspend 
operations nor negotiate with the mutineers. 
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December 20th.—The advance of the Government troops continued, 
and Hwachow, 45 miles north-east of Sianfu, was occupied. Fighting 
was also reported at Lanchow. 

December 21st.—Mr. T. V. Soong and Mr. Donald, the General- 
issimo’s Australian adviser, arrived back in Nanking after seeing both 
Chiang Kai-shek and the Young Marshal at Sianfu. 

The Foreign Minister assured the Japanese Ambassador that the 
Government had no intention of making any compromise which would 
involve future relations with the Communists. 

Agreement between Ministry of Railways and German manu- 
facturers. (See Germany). 

December 23rd.—A three days’ truce was proclaimed by the 
Government to give Yen Hsi-shan an opportunity of opening negot ia- 
tions with the Young Marshal. 

The Government commander at Lanchowfu was reported to have 
joined the mutineers. 

The Japanese marines at Tsingtao were withdrawn from the town, 
as the strikes in the Japanese mills were over. 

It was learnt that Mr. Wang Ching-wei had left Genoa on his way 
back to China. 

December 25th.—Chiang Kai-shek was released and returned to 
Loyang, accompanied by the Young Marshal, Mr. T. V. Soong, and 
Mr. Donald. 

December 27th.—A ‘statement made by the Generalissimo before 
leaving Sianfu was published in Shanghai. It was addressed to his 
captors and said that “as you have shown regard for the welfare of 
the nation and have decided to send me back to Nanking, and as 
you no longer try to make any special demands or to force me to give 
any orders, it marks a turning point in the life of the nation.” 

He added that his own carelessness had contributed to the coup 
and that he himself had been at fault, and owed an apology to the 
country. 

Chang Hsueh-liang also issued a statement to the press in which 
he said the whole affair was due to a misunderstanding. He had 
detained the Generalissimo as a measure of “ self-protection ” because 
he erroneously thought that he intended to dismiss him (the Young 
Marshal) and disband his troops. 

He concluded by describing himself as “ rustic, surly, and un- 
polished ” and ready to accept any punishment, even death, for his 
“impudent and criminal act.” 

December 29th.—Chiang Kai-shek tendered his resignation as 
Chairman of the Military Commission and President of the Executive 
Yuan, but the Political Council declined to accept it, and also decided 
that the headquarters of the punitive expedition against Sianfu should 
be abolished and the Military Commission be empowered to deal with 
the matter. This meant that the Government left the problem of 
action against the Young Marshal entirely in the hands of the 
Generalissimo. 

The Chengtu and Pakhoi incidents were reported to have been 
settled departmentally with the Japanese Consul-General in Nanking. 
(Vide August 25th and September 8th). 

December 30th.—The Generalissimo again tendered his resignation, 
and the offer was again rejected, and he was granted leave for a month. 
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The agreement settling the two incidents was signed, and in- 
demnities totalling £8,000 handed over. 

December 31st.—A special military court of three generals found 
Chang Hsueh-liang guilty and sentenced him to four years’ imprison- 
ment and five years’ loss of civil rights. He accepted sole responsibility 
for the Sianfu affair and said his only defence was that he had acted 
in the interests of the State and the people. 

January 4th, 1937.—A pardon was granted to Chang Hsueh-liang, 
but it was decided that he should remain under surveillance temporarily. 


Cuba. 
December 18th.—A commission of Senators and Representatives 
met in Havana and drew up articles of impeachment against the 
President, Dr. Gomez. He had threatened to veto a Bill, which was 
before the Lower House, increasing the tax on sugar to raise funds 
for schools in which particular attention was to be given to military 
education. Colonel Batista, Chief of the General Staff, was believed 
to be behind the movement. 

December 19th.—The Sugar Tax Bill was passed by the House of 
Representatives by Icr votes to 43. 

December 21st.—The President vetoed the Bill, on the ground that 
it violated the Constitution in that it proposed to deprive the President 
of his power of administering the national funds and presenting the 
Budget to Congress. It also restricted unduly the authority of the 
civil administration and tended to create class antagonism. 

The Senate, after a sitting in which Senators threatened one 
another with revolvers, passed the Sugar Bill by 26 votes to six. 

December 22nd.—The House of Representatives decided, by 111 
votes to 45, to impeach the President. 

The entire Cabinet, except the Secretaries for War and Justice, 
resigned. 

December 23rd.—The Senate opened proceedings against the 
President for having violated the Constitution. 

December 24th.—President Gomez issued a manifesto in which he 
refuted the charges made against him, and said: “ I record my protest, 
because these proceedings are completely lacking in the proper 
guarantees which should protect a defendant in virtue of the law and 
not by mere regulations, as provided in Article 20 of the Constitution. 
. . - It is not true that I have exceeded my constitutional prerogatives, 
much less that I have impeded the freedom of action of the legislative 
power.” 

December 26th.—The Tribunal of the Senate, by 22 votes to 12, 
found the President guilty on two charges preferred by the House of 
Representatives, 7.e., impeding the passage by the House of a Bill to 
establish a sugar tax, and coercing Congressmen by threatening to 
veto measures passed by Congress. He was accordingly deposed. 

December 27th.—The Vice-President, Dr. Bru, was sworn in as 
President. 

December 28th.—The Cabinet was formed, with General Montalvo, 
the former Secretary of National Defence as Secretary of State. All 
the other Ministers were new, and included Dr. Remos, Minister of 
Defence ; Don Jiminez Lanier, the Interior; Don Eduardo Mon- 
toulieu, the Treasury ; and Don Manuel Castellanos, Justice. 
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The House of Representatives, by 115 votes to 13, over-rode the 
former President’s veto of the Sugar Tax Bill. 


December 29th.—The Bill became law. (It imposed a tax of 9 cents. 
a bag on all raw sugar produced in Cuba. 


Czechoslovakia. 
December 18th.—The Minister of Justice, speaking at Kéniggratz, 


maintained that no serious clash of interests existed between them and 
Germany. As regards the German minority, however, there were six 
points which the Government considered important: (1) There must 
be no cession of Bohemia ; (2) Czechoslovakia realized that the German 
minority was racially part of the German nation and could not be 
assimilated, nor the position won for it by its labour weakened ; (3) 
“ Territorial autonomy ” for Bohemia was an impossible demand, 
for it would mean the disintegration of Czechoslovakia; (4) The 
German share in State and public office should gradually be brought 
to correspond to the numerical strength of the German population ; 
(5) the Government would not forsake those German political parties 
which had supported the idea of the Czechoslovak State; (6) the 
Henlein Party must realize that the German problem could be solved 
only in collaboration with other German parties. The problem was a 
domestic one for the Republic, and the Germans must not count on 
influences working abroad. 

December 24th.—Dr. Benes broadcast a message on what he said 
was “a democracy that knows that it stands in Middle Europe like ¢ a 
lie - ; 
democracy that has the mission to keep the flag of freedom, peace, 

and toleration flying here in Middle Europe.” g 

The situation had been clarified, he pointed out, by the strength- 
ening of their relations with France, the patent increase in English 
interest in Central Europe and, in particular, the consequent definitive 
establishment of a firm Franco-British collaboration in Europe, the 
improved relations between France and Poland and the intensified 
co-operation between the Little Entente States. International develop- 
ments had clearly shown the British public that they could not isolate 
themselves on their island. 

Europe would go neither Fascist nor Bolshevist, and the Com- 
munist régime was a domestic affair of the Soviet Union. He went on: 

““T do not believe in a Russo-German or Russo-Japanese war, 
nor in an attack on Austria, Czechoslovakia, or Lithuania. In short, 
I do not believe war will come, and hope my hearers will not expect 
Germany to fall upon Czechoslovakia. On the contrary, I believe 
an agreement between Germany and Western Europe and other States 
is possible, and that Czechoslovakia, too . . . will reach an agreement 
with Germany.” 

December 29th.—The Volkszeitung published a message from its 
Berlin correspondent who stated that he had the authority of a senior 
German official for saying that their intervention in Spain had cost 
so far about 500 million marks. This included the cost of supplies sent 
to General Franco, for which he had not paid, the figure for this being 
placed at 280 million marks. 
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Danzig Free City. 

December 28th.—It was reported that fifty members of the Nazi 
Party had been arrested in the City by Gestapo agents specially sent 
from Berlin. 

December 29th.—The President of the Senate received a com- 
munication from the Secretary-General of the League informing him 
that the question of Danzig would be considered by the Council at its 
January meeting, and asking him whether the Senate would be 
represented. 

December 31st.—Herr Forster, the Nazi leader, in a statement 
regarding the opposition parties, said the German nationals were begin- 
ning to see that Herr Hitler and the Nazi movement had freed Germany 
from Bolshevism and had raised her again to an important position in 
the world. 

The only unteachable people now were the leaders of the Centre 
Party, and he declared that “it will, therefore, be our most urgent 
and decisive task in the coming year to make it impossible for this 
party to continue its pernicious and futile work, in order that the peace 
which now reigns in Danzig may not again be disturbed by irresponsible 
agitation.” 


December 21st.—The contract for building a bridge across the Nile 
at Samanoud was awarded to Messrs. Krupp, whose tender was the 
lowest by £20,000. 

December 22nd.—Ratifications of the Treaty with Great Britain 


were exchanged in Cairo. 
Appointment of Sir Miles Lampson as Ambassador in tne. (See 
Great Britain). 


France. 

December 16th.—The Foreign Minister of Rumania arrived in 
Paris and had conversations with the Prime Minister and M. Delbos 
regarding trade relations. 

A commercial agreement with Belgium and Luxemburg was 
initialled in Paris, aimed at increasing the trade in certain classes of 

oods. 
. The Minister of Finance broadcast a statement about the new 
loan in which he said the bonds to be given in exchange for gold 
surrendered between October 1st and January 15th (the date it would 
be issued) would be worth 100 francs at the former gold value. The 
interest rate would be 3} per cent., and the bonds would be repayable 
in three years at 140 f. 

M. Vincent-Auriol also made a series of statements with a view 
to restoring the confidence of investors and to convincing them that 
the Government did not contemplate restrictive or confiscatory 
measures. The movement of funds to and from France was once 
more absolutely free and would remain so, provided the taxpayer 
did his duty. 

He said the monetary agreement with Great Britain and the 
U.S.A. released France from the need to take any measures of coercion 
whatever to protect her currency. The object of the agreement was 
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to safeguard among the principal nations the free circulation of capital, 
on which the economic convalescence of the world depended. 

French attitude in League Council meeting ve Alexandretta. 
See League of Nations). 

Addressing the Committee of the Radical Party the Minister of 
Defence said they had only 600,000 men under arms, of whom 200,000 
were abroad, 150,000 being in North Africa, whereas “ another country,” 
with a bigger birth-rate and population had at least 800,000 men under 
arms. This would mean that if war broke out suddenly France could 
put only 400,000 men into the field against double their number. 

The two-year period of service was necessary, because they wished 
to avoid risking the destiny of their country on another Charleroi plan. 
Respect for Republican law in the country should enable them to 
make the effort necessary to prevent any foreign adventurer from 
returning to the ambitious dream of 1914. 

December 17th.—A Trade Agreement for 1937 with the U.S.S.R. 
was signed in Paris. It prolonged the agreement signed on Jan- 
uary 6th, 1936. 

During the debate on the Budget M. Duclos advocated a capital 
levy on large fortunes, which he said would yield 7,000 million francs 
for national defence. 

The Minister of Finance pointed out that a much larger sum 
would have to be borrowed, and the levy would only yield one sum, at 
the expense of frightening investors, and in any case could not be 
collected quickly enough. 

December 18th.—An estimate of the number of foreigners fighting 
in Spain was published by M. de Kerillis, who stated that there were 
30,000 Germans fighting for General Franco, and 2,000 for the Govern- 
ment. The Russians he estimated at 10,000, and the French at 12,000, 
all on the Government side. 

The Chamber passed the Budget Bill, after an all-night sitting, 
by 489 votes to 106. The figures were: Expenditure, 48,047,440,000 
francs; and revenue, 43,681,945,603 francs. 

During the debate a Radical Deputy pointed out that if the 
extraordinary expenditure were included the deficit would be at least 
20,000 millions (say £190 million). 

M. Reynaud said the essential question was whether the Govern- 
ment would be able to borrow 40,000 millions (£380 million) next 
year. The answer was “ Yes” if the “ Blum experiment ” succeeded, 
and “No” if it failed. (This amount included the repayment or 
conversion of certain loans). 

The Minister of Finance quoted figures to show that the improve- 
ment in trade and in confidence was real. He also insisted on the 
honesty of the Budget, which acknowledged a deficit which was, after 
all, less than the concealed deficit of 1936. 

The difficulty in France was that the service of the public debt 
(at excessive rates of interest) and national defence accounted between 
them for 66 per cent. of the expenditure. 

The Ministry of Foreign Affairs, in a statement, declared that 
M. Delbos and M. Antonescu had made a thorough joint examination 
of the European situation which had “ revealed the complete identity 
of the views held by the two Governments on the various political 
problems involved. In addition, the excellent state of French relations 
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not only with Rumania but with the Little Entente as a whole, has 
once again been reaffirmed.” 

December 20th.—The first annual congress of the Parti Social 
Frangais passed a resolution declaring that they would “ take a vic- 
torious stand if necessary against any attempt by the revolutionary 
parties to impose their dictatorship by the violence which the P.S.F. 
reprove, but of which they are not afraid.” 

It called for a reform of the State which should confer on the 
President of the Republic a real right to choose Ministers and to dissolve 
and address Parliament. Individual Ministers should be personally 
responsible for their actions, Deputies should be deprived of the right 
to initiate expenditure, voting should be compulsory and the suffrage 
extended to women, and proportional representation introduced. 

Public officials should be accorded a proper status, but should not 
have the right to strike or belong to unions. 

The resolution was understood as meaning that the P.S.F. would 
put up candidates for Parliament and work like a normal and con- 
stitutional party. 

December 21st.—The Foreign Minister was understood to have 
informed the German Ambassador that if German support of the 
Spanish insurgents grew much more substantial continued non- 
intervention by France could not be counted upon. 

December 23rd.—Addressing the Anglo-American Press Association 
M. Blum said he believed that Anglo-Saxon opinion—British and 
American—had grasped the fact that the French Government were a 
real Government of democracy and that their use of power was a 
success for international democracy. 

In Great Britain, in the United States, and in France, no one 
believed that war was inevitable, and he called his audience to witness 
that it was impossible to imagine a nation more attached to peace than 
France, and asked, was there a single nation which had anything 
to fear from France ? 

It was understood that the Government had informed the British 
Government that their position as regards non-intervention might 
have to be modified if effective guarantees of non-intervention by other 
Powers were not soon devised and applied by the Committee. 

December 24th.—The diplomatic representatives in Berlin, Rome, 
Lisbon and Moscow were instructed to impress upon the respective 
Governments the urgent need of putting an end to the flow of foreign 
nationals into Spain to serve with the contending armies, and to ask 
them to institute the necessary measures and notify them to Paris 
and London. 

All six Governments could then enforce a simultaneous prohibition 
on the enlistment of their nationals in either army on an agreed date 
in the first half of January. 

December 27th.—The Senate passed the Bill for Compulsory Arbi- 
tration in Labour Disputes by 170 votes to 89. 

December 28th.—It was stated officially that the Government were 
prepared to apply any measures to prevent volunteering which were 
applied by the other countries represented on the London Committee. 

December 29th.—The Chamber approved unanimously a Bill 
ratifying the agreement with Poland by which France guaranteed the 
loan of 26,000 million francs, chiefly for rearmament. 
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December 31st.—M. Blum broadcast an address to the country in 
which, after saying that the one thing desirable above all was peace, 
he declared that the work the Government had done in six months had 
not been in vain. The recovery was certain, demand had overtaken 
supply, and the complaints heard now were of difficulty in delivering 
goods in time. 

The moral transformation was even more evident and more im- 
portant than the material. They had recaptured hope and love of 
work ; the face and aspect of France had changed. New social relations 
were being established, and new order was being worked out,“ and it 
becomes clear that justice, equality and liberty in themselves hold 
something salutary and beneficial.” 

Let him who liked talk of “ experiments ” he went on; there was 
one which they were pursuing at that very moment—to reconcile the 
effect of monetary realignment with social reforms which, provisionally at 
least, placed an appreciable surcharge on production ; to preserve the 
real buying power of wages and fixed revenues against the rise in prices 
resulting from that double cause. 

They could not have a stable prosperity until equilibrium had been 
established between supply and demand, and between revenues and 
prices. In that sense they had doubtless drawn a bill upon the future, 
but economic renewal was impossible if one began by denying it. And 
the country had regained the necessary faith in itself, but a still in- 
complete prosperity must not be treated in the same way as prosperity 
which was complete, ill-timed social troubles must not hold up the 
recovery from which workers should be the first to benefit, and a facile 
impatience must not call prematurely for a share in riches which had 
yet to be created. 

On the other hand the masses must not prolong by abstention or 
inertia the deadly danger of hoarding. The workers had many times 
shown their confidence in the Government; why should the saving masses 
and holders of capital withhold their confidence ? He asked whether 
he need repeat that the Government was not Socialist, and that neither 
directly nor by stealth did they seek to apply the Socialist programme ; 
that they were working only within the framework of existing society, 
of the present régime of property. They were a “ Government of the 
public weal.” 

January ist, 1937.—The Senate, after modifying certain articles, 
passed the Budget by 255 votes to 32. 

January 2nd.—The Budget was passed by the Chamber, by 457 
votes to 75, after an all-night sitting during which it had four readings 
in the Senate and five in the Chamber. 

The figures, as eventually established, were,expenditure, 48,071,167,731 
francs, and revenue, 43,485,899,289 francs. 

The Taxation Reform Bill was passed, to come into operation on 
February 1st. It abolished the turnover tax and many accessory 
duties, which were replaced by a single tax of six per cent. ad valorem 
on the manufacturers and producers of saleable goods before distribution 
to retailers or consumers. A separate tax of two per cent. was to be 
levied on transactions which did not come within the scope of the six 
per cent. tax. 

M. Delbos, in a statement to the press, welcomed the Anglo- 
Italian agreement, saying that “an understanding between these two 
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European Powers, which are linked to France by friendly traditions 
and substantial interests, has always been considered by us as an 
element of order in the Mediterranean and, in a general way, as a factor 
in the maintenance of peace.” 

The Government has followed the development of the negotiations 
and “as they have been kept informed by the British Cabinet of the 
bases and of the conclusions of this auspicious negotiation, it is with 
full knowledge that the Government are able to associate themselves 
with the expressions of sympathy which the signature of the Rome 
Agreement must evoke throughout Europe.” 


January 5th.—The settlement of the strike of metal workers in the 
Mauberge area was announced, on the basis of the proposals of the 
official arbitrator. 

A telegram received by the Foreign Minister from Mr. Eden was 
published expressing appreciation of M. Delbos’ message to the press 
on January 2nd regarding the Anglo-Italian Agreement. “I am 
convinced,” Mr. Eden said, “‘ that this Agreement will contribute, as 
is its object, to the maintenance of peace in a part of the world in 
which France is equally interested.” 


Germany. 

December 16th.—Thirty-two Communists convicted of “ planning 
high treason ”’ were sentenced at Munich to long terms of imprisonment. 

December 17th.—The official News Agency issued extracts from 
an article by Dr. Schacht published in Foreign Affairs, intimating that 
this laid down, for the first time, the two fundamental conditions which 
were minimum demands of the German people in the sphere of colonial 
activity, and offered a platform for a practical discussion. 

These conditions were: First, that Germany must be able to 
obtain raw materials in a territory under her own administration, and 
secondly, that the German currency must circulate in this colonial 
territory. 

The Deutsche Bergwerkszeitung, the organ of Ruhr heavy industry, 
published an article by Colonel Thomas, head of the Wehrwirtscaft 
staff at the War Ministry, who explained that war economy, covering 
complete control and concentration of the national economy in the 
event of war, was an inevitable result of the War. The War had 
proved that economic efficiency was quite as important as military 
efficiency. The Labour Front was also a child of the War, because 
it was an attempt to transplant the community spirit of the trenches 
to the factory. 

These two conceptions were both able to find practical expression 
only after the victory of the Nazi movement. A war economy was 
only possible in an authoritarian State ; it was not only a part of the 
Nazi conception of the State, but was an incontestable necessity for 
the Reich. 

‘“‘ The geo-political and the military situation of the Reich,” he 
went on, ‘‘require thought and action along war economy lines, and the 
measures of our former enemies strengthen this attitude. The four-year 
plan is a result of our thought along the lines of war economy, and is 
meant to bring us what other States have in their countries and what 
every country needs in order to hold its own in the world.” 
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Addressing a gathering of leading business men, Herr Hitler made 
it clear that capitalists were expected to subordinate their own interests 
to those of the State in the attempt to exploit production to the utmost 
in every field. The word “ impossible” did not exist for them, he 
said, and added that he had appointed General Géring to be Com- 
missioner for the Four-Year Plan because of his “ unconquerable will.” 

General Goring, in a lengthy address, affirmed the principle that 
the economic system existed to fulfil the policy laid down by the State 
which, in Nazi Germany, was the welfare of the nation as a whole. 
Liberalistic economic ideas had no validity in Germany. 

December 20th.—Swedish reports of attempts by German Publishers, 
Association to influence Swedish publications. (See Sweden). 

The Bérsen Zeitung, criticizing Mr. Eden’s references to violations 
of the Spanish Non-Intervention Agreement, asked whether he had 
not learned that, under the patronage of the French Minister for Air, 
one air squadron after another, manned by French pilots engaged for 
the Bolshevists had found their way to Spain either directly or through 
Soviet or Rumanian intermediaries. 

The D.A.Z. warned Mr. Eden that one-sided utterances—mention- 
ing Germany in the same breath with Russia, while omitting to accuse 
France—were not likely to promote the efforts of the British Govern- 
ment to get a common policy of the Great Powers in Spanish affairs. 
If London had one standard of conduct for France and another for 
Germany, there was not likely to be much confidence in the British 
initiative at which Mr. Eden had hinted in his House of Commons 
speech. 
December 21st.—The Frankfurter Zeitung, referring to the proposed 
Locarno negotiations, described an Eastern Locarno as an impossibility, 
as no Power in the world could force them to declare the existing 
frontiers as acceptable, just, and reasonable, and to bestow the German 
blessing on them in the form of a guarantee treaty. 

The writer also said that “the agreements between Prague and 
Moscow may yet lead to the Comintern’s taking action in Czecho- 
slovakia such as it has taken in Spain.” 

Details were published of an agreement signed on November 28th 
between a group of manufacturers (including Krupps, Ferrostahl and 
Stahlunion), and the Chinese Ministry of Railways for the construction 
of lines and bridges by the granting of credits of 40 million Chinese 
dollars bearing interest at 6 per cent., and repayable in 6 to Io years. 

Speaking at a Christmas Party to 3 million children, Dr. Goebbels 
said that such a festival, organized in all parts of the country, would 
hardly have seemed possible before 1933. ‘* We are all children,” he 
said, “ of what is once again a proud, happy and free nation, and the 
more sensible of it when we see that everywhere else in the world only 
hate, disorder, and uproar reign, while Germany is a quiet, happy 
island of peace. . . . With us the Christmas message has really become 
true.” 

Herr Kerrl, in a speech to his staff, referred to the prevalent loss 
of respect for sacred things and the influence of Bolshevism and said : 
‘‘Among us Germans, however, a man has arisen who has given 
renewed direction and steadiness to our life, in that he has brought us 


once more into the Divine order.” 
This Divine order, he indicated, was the community ordained by 
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God and decided by blood, the nation. . . . To serve this community 
was to offer real service to God, and that was the content of National- 
Socialist teaching. 

An order was issued reducing from nine to four the varieties of 
flour which it was permissible to mill from wheat. 

The Diplomatische Korrespondenz, commenting on Mr. Eden's 
speech, pointed out that Germany must insist on her right to rearm 
independently of her claims to colonies and raw materials. ‘“* It would 
be immoral and useless,” it stated, “if an attempt were made to 
bring about an arbitrary settlement of the re-armament situation by 
means of economic pressure. Various recent utterances have almost 
suggested that only the wealthy nations have a right to secure their 
existence and independence. No healthy nation will barter its vital 
rights for economic advantages.” 

An agreement regulating trade with South Africa during 1937 
was concluded by which exports to the Union and purchases of wool 
from there were both to be increased. It also provided for increased 
purchases of the products of South-West Africa. 

December 22nd.—The Berliner Tageblatt reported that the Minister 
of the Interior had issued new uniform regulations for the whole 
country regarding the issue of passports to Germans liable to military 
or labour service, and applying to all male citizens between 18 and 45. 
They provided that the authorization of the competent military 
authorities would be necessary for the issue of passports valid for 
travel abroad. 

The Frankfurter Zeitung, referring to a leading article in The 
Times of December 21st on the subject of Germany’s policy and 
her economic problems, stated that the article contained “‘a kernel, 
though this is embedded’ in an exceptionally tough shell,’ but 
even the kernel, “economic advantages with armaments _limita- 
tion,” was provided with a derisive or sceptical exclamation mark. It 
was more than doubtful whether any of the solutions outlined would 
come about naturally if an economic outlook were substituted for a 
political or military one in the Bolshevist and other questions. “ For 
us to have put up with anything and everything,” it stated, “ to have 
renounced entirely armament, four-year plan, and the fight against 
Bolshevism and, instead, to have entrusted ourselves to the states- 
manship of Mr. Eden—that would obviously have pleased the English 
better.” 

The paper concluded: ‘‘ Our choice has been made; we will not 
allow ourselves to be kept under. . . . But we have never refused to 
talk with others about how we ourselves and the whole of Europe can 
be helped. . . . We know well enough that the means can only be 
partnership. Partnership with equal rights—is it really offered 
to us?” 

The Kélnische Zeitung considered that it was British rather than 
German policy which had been “ obscure and mystifying ” or, at least, 
not always best suited for the ends aimed at. The “ encouragement ” 
given to the Franco-Soviet Pact was not helpful, and with regard to 
the colonial question it was regrettable that British opinion had not 
been persuaded by Dr. Schacht and Herr von Ribbentrop that a 
solution on the basis of “‘ sure access to raw materials’ without terri- 
torial ownership would not suffice. 
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The colonial question, however, would never be an occasion of 
warlike conflict, for Germany sought a solution by peaceful under- 
standing with those countries which were administering the former 
German colonies by mandate. 

The paper complained of Britain’s failure to grasp the importance 
of the Bolshevist menace, and then went on to express doubt whether 
that country really attached much importance to an understanding 
with Germany. The Franco-British assistance agreement, for the 
conclusion of which Mr. Eden gave the hint at Leamington, could only 
strengthen this doubt. If, however, Great Britain saw in Germany 
the creator of the existing stagnation it must be pointed out, against 
this, that Germany had, again and again, expressed her wish for an 
understanding, especially in regard to Great Britain—by the Naval 
Agreement, by adhering to the Convention on submarine warfare, and 
by sending Herr von Ribbentrop to London. 

December 23rd.—The Vélkischer Beobachter published an article 
by its London correspondent, Dr. Seibert, who surveyed Anglo-German 
relations, and said he believed that British public opinion had clung 
to the conviction that relations between the two countries must be 
brought back to their characteristic features for centuries before the 
great estrangement. This conviction was not founded upon senti- 
mentalism, nor upon the amiable legend of Anglo-German cousinship ; 
many different elements went to make up the British people, and 
English culture was Romano-classic rather than Germanic in texture. 
It was not similarity of nature and ways between the two nations that 
made co-operation possible and desirable, but rather the difference in 
their outlooks and aims. 

The writer regarded the Times article of December 21st as an 
evidence of a new attempt to bring about co-operation and, unlike the 
authors of articles in the other leading papers, did not treat the passages 
suggesting the basis for concessions with irony; (e.g., the passage 
offering economic concessions in exchange for political concessions by 
Germany). 

December 24th.—Herr Hess broadcast a Christmas message in 
which he said the German people cherished the desire that all nations 
might be given peace all the more ardently because during the year 
just past the menace of Bolshevism had increased. They thanked the 
Fiihrer for having taken steps to meet this by the agreement with Japan 
ind the strengthening of relations with Italy. 

Their thoughts went out to all Germans abroad—especially to 
the ships’ companies of their young Navy, who were the protection of 
their fellow-Germans on the coasts of Spain—protection against 
Bolshevist hatred. 

He concluded by voicing their gratitude to the man who brought 
into being the new Germany and “ thanking with all our hearts the 
One Above who sent the Germans their Fihrer in their time of bitterest 
need, and so plainly gave His blessing.” 

December 25th.—Conclusion of new trade and financial agreements 
with Switzerland. (See Switzerland). 

December 26th.—It was announced thae information had been 
received that the Palos had been seized by “ Red ” Spanish war vessels 
utside the three-mile limit and taken into Bilbao. The vessel was 
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bound for “ Spanish ports,” and was not carrying war material, either 
of a direct or indirect nature. 

The statement concluded: ‘“ The necessary measures for the 
release of the steamer have been set in motion. It is expected that 
before these measures come into force the Red authorities will bring 
themselves to release the absolutely unjustifiably seized steamer with 
her cargo intact and the three passengers on board.” 


December 27th.—The official News Agency issued a statement 
reading: ‘ We learn that the British and French Governments have 
called the attention of the other Powers concerned to the importance of 
the volunteer question in Spain, which has already been under dis- 
cussion for some time in the London embargo committee. As is well 
known, the Reich Government, for their part, described these questions 
some months ago as the most important problem of the intervention 
in Spanish affairs.” 

December 28th.—It was announced that the revenue from taxes, 
Customs and duties for the eight months January-August was 
1,145,800,000 marks larger than in the same period of 1935. The 
yield included the registrations tax and the increase in the corporations 
tax. (It was raised to 25 per cent. in August, and was to be 50 per cent. 
as from January Ist, 1937). 

Formation of brokerage company entitled Compensation Brokers, 
Ltd. (See Great Britain). 

The Diplomatische Korrespondenz, in an article complaining of 
false reports as to Germany and Spain in foreign newspapers, stated 
that “ these alarming reports, in which Spain is represented as being 
the victim of a blackmailing policy by Germany, and sometimes as a 
basis for Germany to operate against France, are all the more senseless 
and despicable because German policy in the Spanish question from 
the very beginning has been characterized by a complete absence of 
any imperialistic or other egoistic plan.” 

The Director of the Labour Service announced that, in accordance 
with the edict of September 26th, the number of men doing labour 
service would be increased by 50 per cent. during the coming two and 
a half years. 

The Angriff published a report that Sir Henry Deterding had 
undertaken to finance large purchases of Dutch foodstuffs for export 
to Germany to form a gift to the “‘ Winter Help.” 


December 29th.—It was announced that the Palos had been 
released “at the demand of the German cruiser AKénigsberg,” and 
had proceeded on her voyage. 

A Spanish citizen who was on board, and so on German sovereign 
territory, was still detained by the Spaniards at Bilbao, as well as 
part of the cargo, and a full settlement of the incident was, therefore, 
still lacking. 

A law was issued prohibiting the retention of profits made out of 
the devaluation of foreign currencies when repaying capital or interest 
on foreign debts, such as debts contracted in sterling at 20 marks to 
the pound (i.e. before Britain went off the gold standard), and since 
paid back at the rate of 12 marks. 

It was officially explained that the law was in accordance with 
the Nazi principle of “* preventing the unfair enrichment of individuals 
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through circumstances which are disadvantageous to the community 
as a whole.” 

The Bérsen Zeitung printed an appeal which it stated had been 
issued by the Barcelona wireless station, and which concluded with 
the words: “ The fight of the Spanish nation is your fight. The fall 
of Franco is the beginning of Hitler’s downfall.” It was stated to 
have been signed by Heinrich Mann, Georg Bernhardt, and Rudolph 
Breitscheid. 

The paper’s comment was that “demands for non-intervention 
should first be directed towards the removal of such elements in Spain, 
in spite of the fact that they enjoy the friendship of influential people 
on the banks of the Seine.” 

The Essen National-Zeitung reported that, during the preparations 
for the wedding of Princess Juliana of Holland, the Swastika flag 
displayed by German residents had been the object of hostile demon- 
strations by sections of the populace, and that the Dutch police 
had not taken the proper steps ; they had merely advised the Germans 
to take the flag down and, in one instance, a flag had been torn down 
by the crowd. 

The Dutch authorities had also acquiesced in the substitution for 
the German national anthem, at ceremonies in honour of Prince Bernhard, 
of the frivolous air ‘ Lippe-Detmold.” 

December 30th.—The attack on Holland was distributed by the 
official News Agency and published throughout the press, together 
with a report from a press agency in Amsterdam about a football 
match some time previously when a visiting German team protested 
because the Swastika flag was not hoisted on the ground. 

December 31st.—The Foreign Minister received the British and 
l'rench Ambassadors. 

The official News Agency reported that another German, named 
Mcier, had been arrested in Leningrad the previous day. This brought 
the number of Germans arrested there up to 15, while in the whole of 
Russia the total was stated to be 38. 

Most of these people had been for over six weeks in prison without 
permission having been granted in a single case for visits by relatives 
or representatives of German Consulates ; nor had any concrete offence 
heen charged against them. 

Herr Hitler issued a New Year’s message to the Army, in which 
he exhorted the forces to “ continue to obey in the New Year the eternal 
watchword—* Everything for Germany.’ ” 

In a proclamation to the Nazi Party he referred to the “ miracle 
of the achievements of four years of power, and said the building up 
of their new army would “ give strength to the National-Socialist right 
to assert itself in a world which is threatened more than ever by the 
shadows of a serious international danger.” 

Later he said: ‘‘ The year 1937 finds us determined to take up 
the gigantic new fight for the economic self-assertion of the nation. 
The people who have been politically freed from the fetters of the 
Versailles Treaty will also free themselves from economic fetters in 
the coming four years. Nazi action will again triumph over the mockery 
and tittle-tattle of others.” 

Cardinal Faulhaber, preaching in Munich Cathedral said that two 
grave dangers threatened the unity of the German people—the Bolshevist 
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menace from without and the attempt to undermine Christianity from 
within. 

German youths, he said, were being taught that being a 
Christian was not compatible with being a good German. If the 
campaign against their Church continued they would proclaim empha- 
tically that they were Catholics and would remain Catholics. He read 
with horror in the publications of the ‘* German Youth Movement ” 
that “the Cross must fall if Germany is to live.” If this campaign 
succeeded it would mean the degeneration and deterioration of the 
civilization of Germany and the Western world. 

The National-Zeitung, commenting on the report from Amster- 
dam, said that if Prince Bernhard was “ destitute of a sense of national 
honour he can never become a good Dutchman, and in that case we 
cannot congratulate Holland on such a Prince.” 

January ist, 1937.— An official statement announcing the seizure 
of a Spanish “ Red ” vessel, the Avagon, was issued reading, “ The 
Red authorities in Bilbao, having refused to surrender to the German 
cruiser Kénigsberg the part of the cargo and the passenger retained 
by them, the German Government . . . have found themselves com- 
pelled to lend emphasis to their demands by reprisals. In pursuance 
of this action in defence of German sovereign rights against an act of 
piracy a Spanish Red steamer was provisionally seized to-day by 
German naval forces in the waters around Spain. 

“It has been established beyond question that the Palos was 
seized outside Spanish territorial waters 23 miles north-east Cape 
Marchichart. The Captain of the Palos therefore refused to sign a 
protocol saying that she had been seized five miles from the coast. 
Even this alleged point of seizure was outside the three-mile zone and 
therefore outside territorial waters.” 

Pastors of the Confessional Movement read from the pulpit two 
announcements during the New Year services. One informed the 
congregation of a decree issued by the Minister of Education that any 
theological student having anything to do with Confessional institutions 
would forthwith be expelled and prevented from studying at any uni- 
versity. The other declared that the fight against Christianity had 
been carried on with redoubled energy during 1936, and the struggle 
had reached such a pitch that it would be useless to cling any longer to 
the hope that the existing legal safeguards of Christian education, 
customs, and principles were guaranteed. 

The decree, it was declared, was an illegal encroachment on the 
life of the Church, and the Confessional Synod therefore called on students 


to ignore it. 
It was learnt that Herr Rust, the Minister of Education, had left 


the Church. 

The press continued the attacks on Holland, calling for an explana- 
tion of the football match incident, though it at the same time 
published the Dutch Foreign Minister’s message to the Reich Govern- 
ment in the form of an unreserved apology. 

January 3rd.—The press published a message from the official 
news agency of the Spanish insurgents at Salamanca reporting the 
execution in November of a German named Guedde. He had been 
condemned to death at Bilbao in “‘ a mock trial’ because he belonged 
to the organisation of the Falange. 
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The D.A.Z. said that “ Bolshevism means murder. . . for half a 
year innocent persons have been slaughtered in Spain by Caballero’s 
murderous bandits, yet one or two Governments still maintain inter- 
course with the chieftains of these sub-humans, as though nothing had 
happened. Where, in this case, is the indignation which England, 
jor instance, has so often expressed in the course of her history at lesser 
misdeeds or even at invented atrocity reports ? ” 

A pastoral letter signed by the entire Roman Catholic Episcopate 
was read in all churches, in‘which the Bishops declared that theysupported 
the State’s campaign against Bolshevism, but that it was far from their 
minds to bring religion into the political sphere or to issue a call to a 
new war. 

They recalled a number of Papal utterances, as well as their own, 
against Bolshevism, but said the Church would be able the more ener- 
getically to support the Third Reich in its historic campaign of repelling 
it the more it enjoyed in its own legal sphere of activity the liberty 
assured by Divine right and in the Concordat. 

Unfortunately, however, the Bishops observed “ persistent suspi- 
cion that every good Catholic is an enemy of the State, and they watch 
with concern the proselytizing activities of the so-called German Faith 
Movement, which wants to eliminate faith in Christ and Christianity 
irom the public life of our people and substitute a nature religion born 
of flesh and blood.” 

They deplored the estrangement of the young people in labour 
camps from the Church, and the systematic way in which Church-going 
officials and employees were induced by every means, even economic 
pressure, to withdraw their children from the Catholic schools and to 
leave the Church themselves. 

“We must demand,” they concluded, “that the youth of the 
nation be no longer told that after overcoming Bolshevism, State Enemy 
No. 1, it will be the turn of the Catholic Church, State Enemy No. 2.” 

An official of the Ministry of Propaganda informed the foreign 
press that “*‘ German warships in Spanish waters have perfectly clear 
orders not to hold up the trading ships of foreign Powers, with the sole 
exception of freighters belonging to the Reds.” 

The press published the Dutch official statement regarding Prince 
ernhard, and it was understood that the incident was closed. Passports 
which had been taken away from several members of the House of 
Weimar and from Prince Leopold, the former reigning Prince of Lippe. 
were restored. 

It was announced that Herr Scheffer had resigned the editorship 
of the Berliner Tageblatt and had been succeeded by Herr Schwarzer, 
former editor of Der Tag, of the Hugenberg Nationalist group. The 
new editor was an ardent supporter of Nazi ideas. 

January 4th.—It was officially announced that the Red Spanish 
steamer Marta Junquera had been seized the previous day off the 
north coast of Spain. 

A second statement referred to the alleged stopping of a German 
ship on December 21st, when the Pi/uto had been fired on and stopped 
by two Red trawlers when 21 miles off Bilbao, and compelled for two 
hours to alter her course towards that port. 

“From this,” it said, “‘ it is clear that the Red rulers in Spain 
long ago instructed their naval forces to proceed against German 
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merchant ships, even when they are outside territorial waters. This 
further confirms that the German steamer Palos was likewise seized 
far outside Spanish territorial waters, which, as is known, has been 
denied by the Red rulers.” 

The D.A.Z., referring to the Anglo-Italian Agreement, said Great 
Britain now had a free hand to make a “ reasonable ” solution in Spain— 
hitherto British policy (which had scarcely been distinguishable from 
support for the Reds) had been influenced by the fear that the success 
of General Franco involved the domination of Italy in the Western 
Mediterranean. 

Great Britain was assumed, by the writer, to have accepted the 
Italian view that a Bolshevist régime in Spain, or in part of it, would 
involve an alteration of the status guo which both signatories had under- 
taken to uphold. 

Note from Dutch Government ve press campaign against Holland. 
(See the Netherlands). 


January 5th.—It was announced that the Admiral commanding 
the naval forces in Spanish waters had sent a message to “‘ the Red rulers 
in Valencia” again demanding the release of the Palos passenger and 
cargo and stating that if this were not done by 8 a.m. on January 8th 
the steamers Aragon and Marta Junquera and their cargoes would be 
sold “in account with the Spanish Government recognised by the 
German Government.” 

The official News Agency issued a statement made by Prince Bern- 
hard in which he pointed out that he was not present at the football 
match on December 23rd when the flag incident was alleged to have 
occurred. 

As he had gained the impression that the playing of the Lippe- 
Detmold song had led to erroneous conclusions both among the German 
and the Dutch public he had requested that it should not be played in 
future. For him, a German born, it was a matter of course never to 
approve the depreciation in any form of the German national symbol 
or any injury to German national sentiment. 

He also pointed out that his new positign in Holland carried with 
it the unequivocal obligation to serve the Queen and the Dutch people 
with full loyalty. Any improvement in the relations between his new 
Fatherland and his old German Fatherland was “ his keenest wish,” 
which every good Dutchman and every good German would share with 
him. 

In publishing this statement the papers added “ Herewith this 
conflict is settled, to the satisfaction, we hope, of both sides.” 

The press reported the formation of several new companies for 
increasing production of raw materials, including one with a capital of 
12 million marks for producing petrol from coal, and one for the exploita- 
tion of copper ore resources. 

The Institute for Business Research issued a report which contained 
estimates of world expenditure on armaments showing that the total 
(including fighting forces) was from £2,500 to {2,900 million in 1930. 
This represented 11 per cent. of the world’s net industrial production. 

The U.S.S.R. and Japan were stated to have expanded their arms 
outlay more than any other countries in the past eight years. Between 
1928 and 1936 the Soviet expenditure had increased 16 times. The 
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increase in Great Britain was 39 per cent. No figures were given 
for Germany. 

Spanish Government’s Note to British Government ve German 
naval activities. (See Spain). 


Great Britain. 
December 16th.—Replying to questions in Parliament, Mr. Eden 


said that on September 12th the Chargé d’Affaires in Rom», acting on 
instructions, had informed the Italian Foreign Minister that any altera- 
tion in the status quo in the Western Mediterranean would be a matter 
of the closest concern to the British Government. Count Ciano had 
given the assurance that his Government had not, either before or 
since the revolution in Spain, engaged in any negotiations with General 
Franco whereby the status guo would be altered, nor would they engage 
in any such negotiations in the future. 

This assurance had been subsequently reaffirmed spontaneously 
to the British Naval Attaché in Rome by the Italian Minister of Marine, 
and the Ambassador in London had on several occasions given him 
(Mr. Eden) similar assurances verbally. 

Prior to this, Count Ciano had discussed the position with him 
and had made two points, first that Italy wished to live in harmony 
with Spain, and second, that she was anxious to re-establish most 
cordial relations with Great Britain. The Count felt convinced that 
General Franco would pursue a strongly nationalistic policy when he 
had occupied the whole of the country, and it would be impossible for 
him to begin by ceding Spanish territory to Italy. Further, permanent 
Italian occupation of the Balearic Islands, or one of them, would con- 
stitute a standing grievance in Spanish eyes and an unending source 
of friction between the two countries. 

Referring to the situation in Spain the Foreign Secretary was 
hopeful that negotiations in progress would result in the exchange of 
several thousand prisoners. The British Ambassador was actively 
assisting the International Red Cross Committee, which was super- 
vising arrangements by which it was hoped to get a complete exchange 
of all prisoners and hostages, and the Navy would give their fullest 
co-operation, as soon as the agreement was completed. 

He also referred to Abyssinia and said it was not the intention of 
the Government to accord de jure recognition to the Italian annexation, 
but he indicated that it was necessary to enter into such negotiations 
with the local authorities as were required to protect British interests. 

December 17th.—Replying to questions in Parliament the First 
Lord of the Admiralty announced that the five “C”’ class cruisers 
due to be scrapped on December 31st as over age, would be retained. 
(They were: Cardiff, Ceres, Caledon, Calypso and Caradoc). 

_ Their retention had been decided upon owing to the deterioration 
in the general international situation, and it was obviously not the 
moment at which any Power would wish to scrap serviceable vessels. 

“The United States Government,” he went on, “‘ have intimated 
that if his Majesty’s Government decide to have recourse to Article 21 

of the London Naval Treaty (of 1930) to retain these vessels . . . no 
objection would be raised by them. No final answer has yet been 
received from the Japanese Government, but we have reason to believe 
that their reply will also be favourable.” 
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Replying to a Parliamentary question, the Foreign Secretary 
stated that the Italian forces in Abyssinia were in occupation of most 
of the north and east of the country, including the territory through 
which the railway passed. In the south they controlled the greater 
part of the provinces of Boran and Sidamo, while in the west Italian 
columns or native forces under Italian command had occupied the 
chief places of importance, such as Gore, Nekempti and Sayo. 

He understood that no Government of any sort existed in the 
parts of Abyssinia hitherto unoccupied by the Italians, and over a large 
part of those areas lawlessness and violence prevailed owing to inter- 
tribal warfare. 

The traffic in slaves persisted on a large scale in Southern and 
Western Abyssinia. 

December 18th.—The report was published of the six Members of 
Parliament who had lately returned from Madrid. After giving an 
account of conditions in the City it stated that the Civil Government 
seemed to be “ in the hands mostly of enthusiastic working-class lads, 
who appear to be honestly and energetically trying to do their best. 
Undoubtedly most regrettable excesses have taken place, and it seems 
that the Government are sincerely doing their best to stop these.” 

They had no evidence of Russian troops fighting for the Govern- 
ment in any numbers, but no Spaniard in Madrid believed that he was 
still witnessing a simple civil war, but that a war was being fought on 
Spanish soil by foreigners for their own purposes. 

Reference was made to the reports, generally believed, that 
thousands of civil prisoners had been done away with in one way or 
another, and to the fear of people still in prison of being released and 
left to starve or be killed. There was good evidence that a small 
number of gas shells had been used by the insurgents, and the British 
Government were asked to make a supply of gas masks available. The 
only practical solution for the terrible conditions in Madrid was whole- 
sale evacuation of the civil population. 

During the debate on foreign affairs in Parliament, Mr. Eden 
explained that the Government’s attitude towards Spain was that they 
would like that country to have the Government which its people 
wanted. He claimed that the policy of non-intervention, in spite of 
admitted shortcomings and blatant breaches of the Agreement, had 
reduced the risk of a European war. It might be argued that the 
British and French Governments had exaggerated the risks of war in 
August, but it was better to exaggerate than to overlook the risks. 

Search was being made for means to improve the existing situation, 
and the two Governments would not desist from their attempt to 
secure mediation in the conflict which they believed would be ultimately 
rewarded. 

His information was that what the Spanish Government wanted 
was not money or food, but technical assistance in organization. If the 
League could offer that assistance on a purely humanitarian basis the 
Government considered they ought to offer it. They would facilitate 
the efforts of private organizations desiring to send medical supplies 
to Madrid ; there was nothing to prevent private organizations sending 
gas masks, and the Government had sold a small consignment to the 
Spanish Government direct. 

As to the general international situation Mr. Eden maintained 
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that there was no cause for despair. Britain’s position in Europe was 
certainly better than it had been a year ago, and that was an important 
factor in the maintenance of peace. 

Another factor was the close cordiality of the relations between 
England and France, a cordiality all the more important because it 
was not exclusive; ‘“* both of us have made it clear that our object 
is and remains to secure a European settlement.” 

December 21st.—Decision to withdraw Legation in Addis Ababa. 
(See Italy). 

December 22nd.—The Sub-Committee of the Non-Intervention 
(ommittee dealt with the views of the Governments of several of the 
members of the Committee on the suggested extension of the Agree- 
ment to cover not only direct, but also indirect intervention, with 
special reference to the entry into Spain of foreign nationals for service 
in the war. 

It was agreed to appoint technical sub-committees to examine 
the various aspects of indirect intervention with a view to preparing 
technical proposals for the extension of the Agreement to cover those 
questions. 

December 23rd.— The Government received, from the Chargé 
d’Affaires in Madrid, the Spanish Government’s reply to the control plan 
of the Non-Intervention Committee. 

The Non-Intervention Committee adopted unanimously a resolu- 
tion stating that the representatives agreed that it was of the highest 
importance that the scheme of supervision designed to secure the 
application of the Agreement should be brought into effective operation 
at the earliest possible date, and that they had undertaken to request 
their Governments to furnish them with the necessary authority to 
secure this end. 

The Committee considered the replies from Valencia and Burgos 
to the proposal for a system of supervision over the Spanish frontiers, 
and M. Maisky, referring to the reply of General Franco, said that. to 
the vast accumulation of the Committee’s documents he had added 
one which could only be described as a compound of folly and insolence. 
Instead of giving a definite reply, “ this pocket general ” was graciously 
pleased to tell them that he “ will continue to study the Non-Inter- 
vention Committee’s communication.” 

He had also found it necessary to reprimand the British Govern- 
ment, and to ask a number of questions “ which even rival his truculence 
towards the British Government. The speaker considered that General 
Franco’s Note overstepped the limits to the degree of discourtesy which 
could be endured. 

Signor Grandi pointed out that they had not yet received the 
authentic text of the reply from Valencia and said “it clearly appears 
that up to this moment the so-called Government of Valencia, after 
having done their utmost to spread their reply through the press, so 
as to furnish elements for a misleading propaganda on the part of their 
foreign friends, have avoided all official communication reaching the 
Committee.”” The Committee could in no way consider the press report 
as the reply from the Government of Valencia. 

December 24th.—The diplomatic representatives in Berlin, Rome, 
Lisbon and Moscow were instructed to impress upon the respective 
Governments the urgent need of putting an end to the flow of foreign 
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nationals into Spain to serve with the contending armies, and to ask 
them to institute the necessary measures and notify them. 

All six Governments could then enforce a simultaneous prohibition 
on the enlistment of their nationals in either army on an agreed date 
in the first half of January. 

December 28th.—It was announced that instructions had been sent 
to Mr. Ogilvie-Forbes to close the Embassy in Madrid and withdraw 
his staff and the remaining British residents to Valencia, on the ground 
that there seemed no prospect of an early return of the Spanish Govern. 
ment to Madrid, and that in remaining there the Chargé d’ Affaires 
was not in a good position to maintain close contact with the political 
authorities. 

The statement went on to say that as regards humanitarian and 
relief work the Spanish Government had now made arrangements 
through the League to obtain the services of experts, whose report 
they would consider before taking further action. Until then the 
question of organized international relief did not arise. 

It was learnt that a new company had been formed, having the 
title of Compensation Brokers, Limited, to facilitate trade by barter 
between the British Empire and European countries whose norma! 
trade was curtailed by exchange restrictions. It was a wholly British 
concern, but one of the promoters was Anglo-Foreign Securities, Limited, 
a subsidiary of Messrs. J. Henry Schréder & Co. 

It was to act purely as a brokerage concern, and to bring importing 
and exporting interests in Germany and other countries into touch 
with Empire producers and consumers, making each transaction sellf- 
liquidating. It was stated that the scheme had been approved by the 
British Government. 

Telegram from the British Chamber of Commerce in Madrid. 
(See Spain). 

Soviet reply to proposals to stop flow of foreigners to Spain. (See 
U.S.S.R.) 

January ist, 1937.—The keels were laid of two battleships of 
35,000 tons, to be named King George the Fifth and Prince of Wales. 

The Chairman of the Non-Intervention Committee handed to the 
Foreign Secretary, for transmission to the two parties in Spain, the 
text of the Committee’s plan for the supervision of imports into Spain 
at points of entry by land and sea. The Spanish authorities were re- 
quested to give their replies within ten days. 

It was understood that the scheme contained answers to all the 
questions asked by both parties when they replied to the plan sent 
them on December 3rd. 

The contents were published of the Italian Government’s Note. 
on indirect intervention, replying to an enquiry drafted by the Charman’s 
Sub-Committee and sent to Governments by the full Committee on 
December gth, and to a report of an exchange of views in the Sub- 
Committee on December 22nd. 

The Italian Government stated they were opposed to the separation 
of the question of volunteers from other aspects of indirect intervention, 
but as in practice consideration of one factor must precede considera- 
tion of others, they were willing that “* the examination of the problem 
should in fact begin with one rather than another form of indirect 
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intervention.” Any order followed would not, however, imply the 


: .cceptance of a partial or arbitrary solution of the problem. 


The Government also suggested that measures should be taken to 
prevent the gold deposited abroad by the Valencia Government in the 
names of private individuals from being used to further the war ; 
that all subscriptions for Spain should have to pass in future through 
the International Red Cross; that no foreigners should be allowed to 
enter Spain without an international visa ; and that appropriate measures 
should be taken against foreign agitators. 

January 2nd.—British steamer fired on by Spanish trawler (see 
Spain). 
' Some 80 members of the Communist Party left London for Paris 
en route to join the Spanish Government forces. 

Signature of Mediterranean Agreement in Rome. (See Italy). 

January 4th.—It was learnt that the Government had sent a des- 
troyer to Cadiz, where her commander would protest to the insurgent 
naval authorities against the interference with the Efrib and request 
them to prevent the recurrence of such incidents. 

It was also understood that the Ambassor to Spain, who was at 
Hendaye, had protested to the Burgos Administration against the 
molestation of the Blackhill. 

January 5th.—Telegram from Mr. Eden to French Foreign Minister 
re Anglo-Italian Agreement. (See France). 

The Government recéived from its Spanish Ambassador a Note 
drawing their attention to the German naval activities. (See also Spain). 

It was understood that the Ambassadors in Berlin and Rome had 
been instructed to request the German and Italian Governments to 
reply at latest by the end of the week to the proposal for stopping the 
flow of foreign nationals to Spain. 

The reply of the Portuguese Government was received but was not 
published. 

It was learnt that a satisfactory reply had been received from the 
insurgent naval authorities at Cadiz regarding the molestation of the 
Etrib, which had been mistaken for a foreign vessel under suspicion. 

The sub-committee of the Non-Intervention Committee met and 
considered the financial aspect of the plan for supervision at points of 
entry in Spain. It was reported that the German delegation agreed to 
contribute part of the cost on condition that this would be in German 
urrency. Italy had not replied, and Portugal refused to pay at all. 


Greece. 
December 17th.—A conference opened in Athens between the 


Governors of the State banks of Greece, Rumania, Turkey and Yugo- 
slavia to discuss the development of economic relations. 

December 28th.—The Turkish Foreign Minister arrived in Athens 
and discussed with General Metaxas the agenda for the meeting there 
of the Council of the Balkan Entente. 


Hungary. 
December 21st.—A trade agreement with Czechoslovakia was 


concluded, increasing the existing total of reciprocal quotas from 120 
to 180 million pengoes for 1937. (£ sterling = 30 pengoes). 
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December 29th.—It was learnt that the Government Party, the 
Party of National Union, had passed a resolution endorsing an amend- 
ment of the Constitution of the Party which abolished the post of 
general Secretary and vested control in an elected executive. This 
change was described as in effect restoring the democratic methods 
which had prevailed before General Gémbés assumed power and 
attempted to introduce his own totalitarian methods. 


Iraq. 

December 30th.—The Foreign Minister, in a statement for the 
British press, said it was untrue that Fawzi-ed-Din Kawkji had been 
carrying on a vigorous anti-British campaign in Iraq. Actually the 
Government had informed him that as his position was that of a political 
refugee they would not tolerate his engaging in political activities of 
any kind. 

The Minister also said they desired that a settlement in Palestine 
should be secured as the result of the fullest and friendliest co-operation 
between the Arabs there and Iraq’s ally, Great Britain. 


Irish Free State. 

December 18th.—Eighty members of the Irish Republican Congress 
left Dublin to fight for the Spanish Government. 

December 24th.—Mr. de Valera, in a broadcast to the United States, 
referred to the menace of war and said: ‘“* We see great peoples 
organizing themselves for war as if war were inevitable and they existed 
for it.” 

As to home affairs it was now clear, he stated, that ‘** our political 
institutions in this part of Ireland are free from the suggestion of 
outside control. In the New Year our people will be able to frame for 
themselves the Constitution under which they are to live. The par- 
tition of our country will then remain the one formidable barrier to 
that peace internally and that peace with our neighbours which we 
so desire. As I have often told you, we wish to be on terms of friendship 
with the people of Britain as with all other peoples, and obstacles to 
that friendship are being removed one by one.” 


Italy. 

” idiitin 16th.—Declaration to British Government denying 
negotiations with General Franco re status quo in the Western Mediter- 
ranean. (See Great Britain). 

The Foreign Minister and the U.S. Ambassador signed a procés 
verbal giving a year’s notice of denunciation of the Trade and Friendship 
Treaty of 1871 with the U.S.A. 

December 18th.—Speaking at Littoria Signor Mussolini recalled 
how they had conquered an Empire in seven months and pacified it 
in three, and said there were 115,000 labourers there engaged on road 
building, adding: ‘ All this has been done in the face of everybody 
and everything.” 

At the same time, in spite of “sanctions,” there had been no 
relaxation of the policy of “ moving towards the peopie.”’ Measures 
had been taken to elevate the people morally and materially, and in 
this Italy could teach something to all. 
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He then recalled his speech of August 30th at the army manceuvres, 
and said: ‘I asked then whether all accounts had been settled. All 
the African accounts have been settled down to the last centesimo. 
Other accounts are open, others questioned, but I believe firmly that 
they will be settled by normal means as we desire and as we wish. For 
while we Fascists reject the unthinking fairy-tale of a perpetual peace, 
which never existed in the world, and which never can exist, we desire 
that the period of peace may be as long as possible.” 

Turning to a group of women who were carrying olive branches, he 
said: ‘* Lift up your olive branches all the same; you know with 
what we accompany them.” 

December 20th.—The press expressed disappointment that Mr. 
Eden, in his House of Commons speech, should have made no mention 
of the negotiations for a new Locarno, of Anglo-Italian relations, or of 
the commitments of British policy in Central and Eastern Europe. 

He was criticized for holding the balance so level between the 
two contending parties in Spain. 

December 21st.—The British Ambassador communicated to the 
Foreign Minister his Government’s decision to withdraw the Legation 
in Addis Ababa and replace it by a Consulate General. 

It was also announced that the French Government had informed 
the Ministry that they had taken a similar decision. 

It was stated authoritatively in Rome that there was no foundation 
in a report (which had been current in Cairo) that Italy had purchased 
the concession of the port of Assadi el Fayel in the Hadramaut, Arabia. 

December 23rd.—The decision of the Governments of Belgium and 
Switzerland to recognize Italian sovereignty over Abyssinia was com- 
municated to the Foreign Ministry. 

The Senate approved the Bill for the financial measures taken on 
October 5th, including the adjustment of the lira. 

The Minister of Finance stated that the balance of trade had been 
favourable in October and November, and that instead of being a 
purchaser of lire on the international market, Italy was now a seller. 
He declared that when once sanctions had been raised a readjustment 
of the lira was necessary to place it on the natural level of world 
economy. 

December 26th.—The Foreign Minister was asked by the British 
and French Ambassadors for the co-operation of the Government in 
preventing the departure of further volunteers for Spain. He was 
understood to have pointed out that what the two countries were 
demanding had formed one of the various points made by his Govern- 
ment in August, when they insisted that non-intervention, to be really 
effective, should cover all forms of assistance, direct and indirect. 

December 30th.—The Soviet reply to the non-intervention proposals 
was described by the press as a “ monument of impudence and in- 
sincerity,’ and France and Great Britain were reproached for lending 
themselves to the Communist intrigues either from “ ideological 
affinities,” or from ‘‘ mistaken calculations of hegemony.” 

December 31st.—Signor Gayda published in his paper an estimate 
of the foreign assistance being given to the Spanish Government, with 
the following details: at least 80 new guns of Soviet make had lately 
arrived, and among aeroplanes received were fighters capable of 250 
miles an hour, light bombers, and heavy bombers of the Douglas type 
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built in Russia under licence, British Fury fighters, and French Brequet 
and Dewoitine machines. A number of new Russian tanks had also 
appeared lately. 

He concluded by saying that “ more than ever the doubt arises 
whether the French Government’s aim is not merely to increase the 
ephemeral advantage which is in favour of the Spanish Reds.” 

January ist, 1937.— Publication of reply of the Government to 
inquiry on subject of indirect intervention from sub-committee of 
Non-Intervention Committee. (See Great Britain). 

January 2nd.—A Declaration was signed in Rome “ concerning 
assurances with regard to the Mediterranean,” stating that the Italian 
and British Governments “ animated by the desire to contribute in- 
creasingly, in the interests of the general cause of peace and security, 
to the betterment of relations between them and between all the Medi- 
terranean Powers, and resolved to respect the rights and interest of 
those Powers ; 

** Recognize that the freedom of entry into, exit from, and transit 
through the Mediterranean is a vital interest both to the different parts 
of the British Empire and to Italy, and that these interests are in no 
way inconsistent with each other ; 

** Disclaim any desire to modify or, so far as they are concerned, 
to see modified the status quo as regards national sovereignty of territory 
in the Mediterranean area ; 

“Undertake to respect each other’s rights and interest in the 
said area ; 

‘“* Agree to use their best endeavours to discourage any activities 
liable to impair the good relations which it is the object of the present 
Declaration to consolidate. 

‘“* This Declaration is designed to further the ends of peace, and is 
not directed against any other Power.” 

The text was also published of Notes exchanged on December 
31st between Count Ciano and Sir Eric Drummond. The Ambassador 
referred to the questions in Parliament in London on December 
16th as to the guarantee given by the Italian Government about 
the Balearic Islands and to the intimation given to the Italian 
Minister on September 12th that any alteration of the status quo in the 
Western Mediterranean would be a matter of the closest concern to 
the British Government. He also cited the assurance on this point 
given to the British Chargé d’Affaires by Count Ciano, an assurance 
which had been subsequently reaffirmed spontaneously by the Italian 
Ministry of Marine and by the Italian Ambassador, verbally, on several! 
occasions to the British Foreign Secretary. 

In view of these assurances the British Government assumed that 
‘so far as Italy was concerned, the integrity of the present territories 
of Spain shall in all circumstances remain intact and unmodified,” 
but asked that the accuracy of this assumption might be formally 
confirmed. 

The Foreign Minister, in reply, said he had no difficulty in con- 
firming the accuracy of this assumption, which he repeated in the 
British Ambassador’s words. 

Signor Gayda described the Agreement as “ what the English call 
a handshake after a controversy that is ended.” He went on to empha- 
size that it was not an alliance, and did not even constitute that common 
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front of political activity which characterized the understanding with 
Germany. He assured Germany that her understanding with Italy 
was the backbone of Italian foreign policy. 

He also declared that France had tried to the last moment to take 
part in the Agreement, or, at least, to retard its conclusion. But Italy 
considered that there were many points of French policy which needed 
explaining, especially her attitude towards the Spanish question, 
“ which is an integral part of the Mediterranean problem.” 

Referring to Italy’s new position in that sea Signor Gayda said 
that “if Italy has shown a deliberate determination to respect the 
legitimate interests of the British Empire in the Mediterranean and 
elsewhere, and the interests of all other countries as well, this is 
due to Signor Mussolini’s sense of his great international responsibilities 
_. . The limitation of the Abyssinian conflict to Abyssinia was the 
result of will and not of necessity.” 


January 4th—The press, welcoming the Agreement, said that the 
affinity in the positions taken up by Italy and England on the project 
of a new Locarno was now restored in its integrity. One writer, re- 
refering to the Notes exchanged on December 31st, said that “ what it 
is important to emphasize is that the respect of Spanish national in- 
tegrity by Italy confers upon her a greater right to the thesis she has 
continually upheld—that it is necessary to prevent disruptive forces 
foreign to Spain from interfering with the liberty and unity of this 
noble nation.” 

The Tribune, commenting on the Agreement, said that the only 
threat to the status quo in the Mediterranean lay in Russian exploitation 
of the separatist ferment in Catalonia. ‘* When,” it stated, “the 
National troops occupy Madrid they will become masters of the rest 
of Spain. Then undoubtedly ‘ Red’ resistance will be concentrated in 
Catalonia, where there already exists an embroyo Soviet State controlled, 
helped, and directed by Moscow.” 


Japan. 
December 18th.—The press reported that naval authorities had 


received with good feeling the British decision to retain the five over- 
age cruisers. 

December 27th.—Conclusion of Trade Agreement with Australia. 
(See Australia). 

December 28th.—Figures were published showing that the foreign 
trade of Japan, including Korea and Formosa, was worth 460,871,000 
yen more in 1936 than in 1935. (Totals up to December 25th). 

The total value for the year was 5,575,258,000 yen, of which 
imports were worth 2,854,504,000, and exports, 2,720,754,000 yen. 

The Privy Council approved a protocol extending for a year the 
Fisheries Convention with the Soviet Union, and it was subsequently 
announced that the protocol had been signed in Moscow. 

December 29th.—The Ministry of Justice issued instructions to all 
chief judges and public prosecutors ordering them to “ exterminate 
Communist elements.’’ All Police Prefectures were also ordered to 
suppress public opposition to the increased taxation, and all public 
meetings and demonstrations were prohibited. The expression 
“Popular Front’ was proscribed, as absolutely inadmissible in a 
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country which “ stands on the basis of a myriad subjects under one 
ruler.” 

December 30th.—The official broadcasting station in Tokyo an. 
nounced that the naval authorities had decided that the Treaties of 
1922 and 1930 should be allowed to expire the next day without a reply 
being made to the British suggestions for a renewal of Article 19 of the 
Washington Treaty (re fortifications in the Pacific). It was stated that 
further examination of the issues involved was necessary. 

December 31st.—It was learnt that the Government had formally 
invoked the escalator clause of the London Naval Treaty in order to 
retain 15,000 tons of over-age submarines. (The U.S.A. had objected to 
their original proposal to transfer to the submarine tonnage some of 
the extra 40,000 tons of destroyers which could be retained owing to 
Great Britain’s invocation of the clause in that respect.) 

January 5th, 1937.—The Foreign Minister, in a broadcast on foreign 
policy, explained the Agreement with Germany, which he called “ the 
anti-Comintern accord,” and gave an assurance that Japan had not 
joined the Fascist bloc, nor was she assuming an attitude of antagonism 
to England and the U.S.A. 

Japan had taken the step because of her concern to save China and 
Manchukuo from Communist penetration. This, however, was only 
one part of their policy: ‘“* our fundamental policy,” he said, “* aims at 
increasing our friendship with England and the United States and 
adjusting our Diplomatic relations with China and Russia . . . The 
Agreement does not go beyond operation between Germany and Japan 
for defence against the Comintern’s campaign.” 

Japan was not interested in Germany’s political system or national 
structure, and those who thought she was joining the Fascist group 
were not well informed about the true nature of Japan’s Constitution. | 


League of Nations. 

December 16th.—The Committee of twenty-eight on the Application 
of the Covenant divided into two categories the proposals put forward 
for the reform and better application of the principles of the Covenant. 
The first, questions more or less ripe for discussion, included that of 
the universality of the League, with which was grouped co-ordination 
of the Covenant with the Kellogg Treaty and the Argentine Pact ; and 
the separation of the Covenant from the Versailles Treaty. 

Of the separate Articles of the Covenant, Nos. 11, 12, 16 and 19, 
were placed in the first category, and Articles 10 and 15 were grouped 
with No. 16. 

The second category contained the questions on which opinion 
was not sufficiently advanced for agreement to be possible, and which 
would therefore be considered at a later stage. 

The questions of co-operation with non-member States and the 

interpretation of the Covenant were placed in the second category. 
The question of regional pacts would be considered in connection with 
Article 16. 
The Council decided that the ratification of the Franco-Syrian 
Treaty should be postponed pending a decision on the subject of the 
dispute ve Alexandretta ; also that three observers should be appointed 
to go to the Sanjak, examine the situation and report by the end of 
January. The troops specially sent to the area were to be withdrawn. 
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A full examination of the dispute was not to be made until the 
ordinary season in January. 

The Turkish Foreign Minister abstained from voting on the 
resolution, as he said he could only agree to the dispatch of the observers 
if they included a Frenchman and a Turk, but the French delegate had 
rejected this. 

M. Viénot explained that he had done so because to send neutral 
gendarmerie would have been to remove from the Mandatory Power 
the discharge of its regular duties. A territory administered by France 
did not need a Frenchman, and the addition of a Turk would have 
obliged France to ask that the enquiry should be extended to both 
sides of the frontier. The dispatch of a League mission to a mandated 
territory was without precedent. 

Lord Cranborne supported this view and said the sending of a 
mission could not be considered as forming any precedent in respect 
of purely internal events within a mandated territory, as the Mandatory 
was alone responsible for the maintenance of order. 

December 17th.—The Committee of twenty-eight decided to appoint 
eleven rapporteurs to study each problem, and elected Sefior Prato 
(Argentina) ; Lord Cranborne; Sefior Bernal (Colombia); M. Paul 
Boncour ; M. Entezam (Iran) ; M. Rutgers (Holland) ; M. Komarnicki 
(Poland) ; Hr. Unden (Sweden) ; M. Osusky (Czechoslovakia) ; Sefior 
Guani (Uruguay) ; and M. Stein (U.S.S.R.) 

December 21st.—The Council appointed as its observers to proceed 
to Alexandretta, Hr. Holstad (Norway) ; M. Caron (Netherlands) ; and 
Colonel von Wattenwyl (Switzerland). 

December 28th.—The Secretariat received from the Spanish Govern- 
ment a request for technical experts to study means of lessening the 
horrors of the war and of evacuating the refugees in the various 
Legations. 


Lithuania. 

December 23rd.—The President ordered the release of eight Memel- 
landers who had been sentenced in the treason‘trial of March, 1935. 
(Their sentences had ranged from between four and ten years’ 
imprisonment.) 


Mexico. 

January 2nd, 1937.—The Government transmitted a Note to the 
U.S. Government stating that it had supplied war materials to the 
Spanish Government, but that “ with regard to war materials of foreign 
origin it has been its unalterable position that it would not serve as an 
intermediary if the Government of the nation concerned did not furnish 
its full consent thereto.” 

The Mexican authorities, it declared, ‘“ will not permit aeroplanes 
or any other war material whatever coming from the United States to 
be sent to Spain, even in case of acquisitions made by corporations 
and private parties.” 


The Netherlands. 
December 28th.—It was announced that Sir Henry Deterding had 


drawn up a scheme by which the surplus of Dutch agricultural products 
would be bought and exported to Germany, there to be sold in marks. 
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The proceeds would be handed over to the German “ Winter Help.” 
Large purchases had already been made. 

The dispatch of the supplies was to be with the approval of the 
Government, and would not affect the quotas already fixed. 

Sir Henry Deterding explained that his motives were based on 
the conclusion that Bolshevism could only result in larger unemploy- 
ment and misery. The main object of the Communists, he said, was to 
permit as little co-operation as possible between the nations, because 
only then would their destructive principles succeed. They had there- 
fore started to create trouble in Spain six years ago. 

Great Britain, he added, deserved to be thanked for her policy 
of non-intervention which had prevented greater trouble among the 
other Powers in Europe. 

It was reported that Sir Henry’s first donation was to the value 
of over £1,000,000. 

December 29th.—Attack on Dutch people and police by the Essen 
National-Zettung. (See Germany). 

December 30th.—The Foreign Minister expressed to the German 
Government his deepest regrets if such flags incidents had occurred 
as those complained of in the German press. 

January 3rd, 1937.—It was stated in The Hague that, when he heard 
of the German attacks on Holland, Prince Bernhard made a persona! inves- 
tigation and found that the accusations were untrue or maliciously 
exaggerated. He therefore wrote a letter to Herr Hitler stating the 
facts, and asking that his name should be cleared in Germany. 

An official statement expressing the personal wishes of the Prince 
announced that, as he had assumed Dutch nationality, the national 
anthem of the Netherlands was alone to be played on all occasions. 
He also expressed the wish that the Lippe-Detmold march should not 
be played in his honour. 

A notice was published in the press to the effect that the display 
of the Swastika flag by Germans in honour of the marriage should be 
accorded respect. 

January 4th.—The Government transmitted to the German Govern- 
ment a Note protesting against the press attacks on Holland, and a 
résumé was published in which the German Government’s attention 
was drawn to the fact that the person of the future husband of Princess 
Juliana had been drawn into the controversy. 

The receipt of a request from Berlin to stop demonstrations which 
might be regarded as insults to the German flag was acknowledged, 
but objection was taken to remarks in the request, it being pointed out 
that these remarks were founded on one-sided information and a mis- 
apprehension of the character of the festivities. 

The Note also stated that the flag flown by the side of the Dutch flag 
was that of the family of the Prince, and not the flag of Lippe- Detmold. 
The wedding was a family event, and there was therefore no reason to 
display the German national flag or to play the Deutschlandlied. As 
for the Lippe-Detmold march, this had become very popular as a 
tribute to Prince Bernhard personally, but it was never played at 
official ceremonies. 


New Zealand. 
December 16th.—The Speaker of the House of Representatives, 


in a speech on immigration, said the birth-rate was steadily declining, 
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and their right to occupy and keep others out of the country was 
dependent on the strength of the British Navy. 

He thought the Government would tackle immigration in the 
near future and would welcome proposals from those who had grasped 
the essentials of a proper immigration policy, and such a policy was 
imperative in order to bring about the economic stability of the country. 
Too many people looked on immigrants as competitors, forgetting that 
they were consumers of New Zealand products. 


Nicaragua. 
January 1st, 1937.—General Somoza was invested as President of 
the Republic for the period 1937-40. 
January 2nd.—The President appointed a Cabinet with the same 
Ministers as before, except for the Ministry of Foreign Affairs, which 
was given to Sefior Corderoreyes, a Judge of the Supreme Court. 


Palestine. 
December 14th.—A new Criminal Code was gazetted, substituting 


for the Ottoman Code a version of the British Code used in East Africa 
modified to suit conditions in Palestine. 

December 15th.—Giving evidence before the Commission the 
manager of the Jaffa Citrus Exchange emphasized the need for better 
harbour facilities and more railway rolling stock. Additional storage 
accommodation for prospective exports was also wanted at Haifa, 
and more roads, especially one from Haifa to Jaffa. 

December 17th.—The principal Arab papers were suspended owing 
to the appearance of articles violently attacking both Great Britain 
and the Jews. 

Further disorders were reported from Ramleh and Jaffa. 

December 19th.—Five cars were stopped and robbed by brigands 
on the road between Jerusalem and Jericho. 

December 21st.—The Commission heard the evidence of the 
Agudath Israel, the Non-Zionist body of orthodox Jews, whose repre- 
sentative explained that, while believing in the return of the Jews to 
the Holy Land, and desiring that there should be no restriction on 
immigration or the sale of land, they were non-Zionist because Zionism 
was not based on the Torah. 

They desired recognition by the Government as distinct from the 
general Jewish organization enjoying recognition and desired power to 
tax their own people, recognition of their Rabbinical Courts, and the 
strict observance of the Sabbath. They suffered from discrimination 
in Government work, on the railways and in the post office, because 
they observed the Sabbath. (The Agudath Israel consisted of a fifth 
of the Jewish population). 

December 23rd.—The Falastin reported that the Arab rulers had 
intimated to the Higher Arab Committee that if the Arabs failed to 
appear before the Royal Commission they would embarrass the Rulers 
in later diplomatic exchanges with the British Government. 

December 28th.—Al Difaa, the only other Arab paper being 
published, also reported the advice of the Arab rulers, and stated that 
information had reached it from Baghdad that Iraqi Cabinet Ministers 
had telegraphed to the Higher Arab Committee advising it to appear 
before the Royal Commission. 


599 
















44 


January ist, 1937.—A member of the Commission, during the 
hearing of a Jewish witness, stated that the disturbances of the summer 
had cost the Palestine Budget {2,250,000 for additional security 
measures. , 

January 2nd.—Manifestoes attacking Christians, as tools and 
spies of Western imperialism, were circulated over the names of “ the 
bearers of the flag of El-Kassam ” (a Moslem leader killed over a year 
previously while fighting the police.) 

The Moslem societies of Jerusalem and Jaffa and members of 
El-Kassam’s group disowned responsibility for the manifestoes, and 
the Higher Arab Committee issued a statement describing them as 
mischievous propaganda by enemies within or without the country. 

Hassan Sidky Effendi Dajani, the organiser of the strike 
in Jerusalem, returned from a visit to Baghdad and stated that 
the British Government wished to prevent the Arabs from stating their 
case before the Commission, and for that purpose had announced the 
Jewish Labour Schedule at the moment of that body’s arrival in Pales- 
tine. He considered that the Higher Arab Committee had fallen into 
the trap and declared the boycott. 

He also claimed to have sounded opinion in Palestine and to have 
consulted the King of Iraq and Cabinet Ministers, the Emir of Trans- 
jordan, and Kawakji, all of whom considered the Arab Committee 
should appear and state the Arab case before the Commission. 

January 4th—Dajani Effendi applied for a hearing before the 
Royal Commission. 


Poland. 

December 18th.—Addressing the Foreign Affairs Committee of 
the Senate, Colonel Beck said he had “ found no cause for changing 
any of the fundamental principles governing our foreign policy as laid 
down by Marshal Pilsudski” and, in reaching decisions in the political 
agreements they had concluded during the year they had adhered 
faithfully to those “ durable principles,” without seeking for them- 
selves profit from temporary situations. 

He went on: “ During the year under review we have extended 
the range of our contacts and interests. This is a natural consequence 
of our intention not to become the mere object of foreign policies, and 
of our desire to adopt a positive attitude towards all political phenomena, 
even though we may be neither wholly nor partly responsible for their 
occurrence. Our work in this respect is facilitated by the fact that 
Poland owes allegiance to no ideological doctrine.” 

Colonel Beck said he attached great weight to his conversations 
in London, in particular because of the fact that the convergence of 
views between Great Britain and Poland on so many of the major 
factors in the existing situation had made steady and systematic 
progress. He also made cordial references to the strengthening of the 
alliances with Rumania and France, and to the good relations with 
Belgium, the Scandinavian countries, Hungary, Latvia, Estonia, Italy, 
and Yugoslavia. With the U.S.S.R. they were arranging their common 
neighbourly affairs in a normal fashion which gave no reason for 
expecting any shocks or misunderstandings of a profound character. 

Their relations with Germany were “ established on a friendly basis 
which retains its full value both from the local and European side.” 
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Regarding Danzig, they were now pursuing negotiations in two 
directions—first, for assuring the effective and practical exercise of 
their rights and interest in the Free City in the face of the new regula- 
tions issued by the Senate ; and secondly, for the removal of difficulties 
which had arisen between the representative of the League and the 
Senate. These negotiations had made progress. 

Finally, as to the League, he expressed satisfaction that, working 
in co-operation with other Powers similarly minded, they had been 
able to counteract the tendency for Europe to be split into antagonistic 
groups of League and non-League States. He here gave a reminder 
of Poland’s desire for outlets for her surplus population, and said other 
nations should pay attention to the difficult situation of Jews in Poland 
and throughout Eastern Europe. It was not solely a Palestine problem, 
but a European one and an important one for every immigrant country. 

The Government informed the Non-Intervention Committee that 
Polish citizens were prohibited by the Citizenship Act from seeking 
service in foreign armies without the permission of the Government. 
Such permission was not being granted for Spain, and the measure was 
retrospective, so that Poles already serving risked losing their citizenship. 

December 19th.—Speaking to the Foreign Affairs Committee of 
the Senate, Colonel Beck explained why the Government had raised 
the question of colonies “in the international forum.” His motives 
were not superficial prestige, external ambition, or the creation of 
confusion, but he could not believe that the tendency to self-sufficiency 
now prevalent throughout the world could bring a lasting settlement 
in international relations. Something ought to be done to begin an 
exchange of views and to try to reach an international understanding 
for the settlement of economic problems. When that time came the 
voice of Poland could not be silent ; emigration and the acquisition of 
raw materials for industry were now two vital elements in their 
existence. 

December 22nd.—Parliament passed the first reading of a Bill 
empowering the Minister of Finance to contract long-term loans in 
France amounting to 1,350 million francs, at a maximum interest rate 
of 6 per cent. The proceeds were to be used for national defence. 

The loan represented the portion to be received in cash of the 
credits totalling 2,600 millions arranged in September, 1936. 

An agreement was concluded by which the Government purchased 
for 45 million francs the majority stock interest held by a French group 
in the textile mills at Zyrardow. 


January 1st, 1937.— The Kurjer Poranny, welcoming the French 
Chamber’s acceptance of the Bill guaranteeing the loan to Poland, 
said that, though the financial transaction was important from the 
economic side, they preferred to underline its political importance. 
The alliance with France was one of the bases of European equilibrium, 
= their union constituted an obstacle to any State which threatened 
this. 

(The loan was for 1,350 millions, and the arms credit for 1,250 
millions, the latter being a separate and purely military transaction.) 


January 5th—The Seym voted unanimously the final reading 
of the Bill empowering the Minister of Finance to contract defence loans 
and credits in France of 2,060 million francs. (Authorisation had 
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previously been obtained for the railway loan of 540 millions, bringing 
the total to 2,600 millions). 

Colonel Beck said the purpose of the loan was clear; “ it is un- 
necessary to say that we rejoice at every additional rifle placed in the 
hands of our soldiers.”’ 

In order that peace should not be a meaningless word two conditions 
were necessary. First, the sincerity of intentions of the State which 
inscribed that word in its political programme ; and second, that that 
State should have the force indespensable to secure from others the 
proper respect for its political programme. 

He also told the House that the basic principles of the alliance oj 
1921 with France would remain firm, irrespective of any negotiations 
either side might conclude with other parties in future. ‘‘ I can assure 
you,” he declared, “ that between the Polish and French Governments 
complete agreement exists that the principles of the alliance must be 
upheld in all future negotiations and pacts, particularly in respect of 
the negotiations between Western Powers for a pact to replace Locarno.” 


Portugal. 

December 17th.—The Government’s reply to the Franco-British 
proposals for mediation in Spain was published. This stated that, 
because of their special Peninsular interests they considered that the 
Non-Intervention Agreement was still valid for Portugal. It was now 
proved to have failed, and a renewal of the same compromise when the 
circumstances persisted or some had been modified in favour of one 
party by the action of those Powers which ought to have abstained 
could only signify a heavy blow to diplomatic action, which continued 
to ignore realities. 

Portugal had fulfilled her engagements ; also, not being a manu- 
facturer of arms, and being threatened with international Communism, 
could not supply arms to anyone. The Government would instruct 
their delegate in London to study measures with the other Govern- 
ments on this question, but would not undertake to allow control of 
their internal laws by any Power. 

The mediation proposals, though humanitarian in intention, seemed 
doomed to failure, which would only exacerbate the passions aroused ; 
also the proposed mediators were not entirely impartial. The Govern- 
ment dared not, therefore, agree to an idea based on a confidence in 
electoral procedure (a plebiscite) which they could not share, and which 
failed to take account of the insuperable difficulty of guaranteeing a 
minimum of liberty to those who did not resort to terrorism as a political 
weapon. If, however, the two contending parties really accepted 
freely the proposal for mediation the Government would study with 
the other Governments the form which mediatory action should take. 

December 30th.—The Budget for 1937 was published and showed 
an estimated revenue of £24,242,000, and an expenditure of {24,206,000. 

The press stated that if these estimates were realized some {2 
million would probably be allocated to rearmament. 


Rumania. 

December 18th.—French statement re visit to Paris of the Foreign 
Minister. (See France). 

December 21st.—It was reported in Bucarest that several European 
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Governments were buying large quantities of Rumanian oil, and that 
German offers of payment by goods had been refused. 
December 26th.—The Prime Minister of Yugoslavia arrived on a 


visit to M. Tatarescu. 
December 29th.—It was announced that the Government had 


decided to establish a Consulate in Addis Ababa. 
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the December 16th.—Northern suburbs of Madrid were bombed by 
nd i 23 insurgent aeroplanes. Fighting occurred at Casa del Campo. 
tions Government forces reported successful air and artillery action 
— against Oviedo, and the Basque forces operating against Vitoria occupied 
aaee Monte Izamendi, dominating the town of Escoriaza (between Vitoria 
' * and San Sebastian). ’ 
‘: of _ The international railway station at Port-Bou, at the eastern end 
of the French frontier, was bombed by four insurgent aeroplanes. 
“ December 17th.—The Government handed to the British Charge 






d’Affaires a reply to the Franco-British proposals for mediation, in 
which four considerations were set out: (1) There was no such thing 
as two belligerent Powers, and “ to give an international personality 
to the so-called authorities at Burgos . . . would be yet another sign 
of how low the international life of our days has fallen.” (2) For 
over three months the Government had been pointing out the shameless 
violation of the Agreement by Germany, Italy and Portugal. During 
this time the London Committee, instead of waiting for faits accomplts, 
might have verified the charges, and so impeded the continuous supply 
of aircraft and gas to murder women and children in Madrid. (3) The 
Government had every right to procure arms openly for the purpose 
of suppressing revolt. (4) To arm from abroad the adversaries of the 
Government was a violation of international custom, besides con- 
stituting a new method of aggression denounced by the Republic to 
the League of Nations. 

In view of the above, the Government would be justified in 
rejecting the plan of control submitted on December 4th. Nevertheless, 
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'' they accepted it in principle, reserving the right to reject as a whole or 
~ in part as they thought fit. The first thing to do would be to control 
in Portuguese harbours. _ ; , 
h The paper Informaciones, referring to the reply, said that diplomats 
i must not think that the civil war could be ended by each party returning 
1] to its frontiers. There could be only one frontier—legality. Any 
d effort to ignore or side track this reality would only result in deferring 
h a solution. 

Severe fighting occurred at Boadilla, where Government forces 





were threatening the insurgents’ rear in the Casa del Campo, and the 
insurgents claimed its capture. 

A new non-party Government was formed in Catalonia, the 
Socialist-Communist and the Anarcho-Syndicalist Unions each having 
three seats, and the Union Workers’ organizations, representing the 
small farmers, four. 

December 18th.—Publication of report of British M.P.’s who had 
visited Madrid. (See Great Britain). 

Reports were current in Gibraltar that over 6,000 Germans had 
landed at or near Cadiz during the previous few days. 
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The insurgent forces at Oviedo were reported to have been re- 
inforced by detachments of Germans. 

The Communist Party in Madrid issued a manifesto setting out 
the conditions necessary for winning the war. They included: the 
continuance of a Government in which all the Frente Popular was 
represented ; compulsory military service; discipline in the back 
areas ; the nationalization of war industries; the creation of a com- 
mittee for the co-ordination of industry and economy ; the control of 
agricultural production by the workers; and the co-ordination of 
industrial and agricultural production for war purposes. 

The manifesto declared that the interests of foreigners would be 
respected. 

A group of five British M.P.’s arrived at Toledo to investigate 
the state of affairs in insurgent territory. 

The Government created a separate Army of the South, with 
headquarters at Jaen, to operate against Granada and Cordoba and 
around Malaga. 

A spokesman of the Cabinet, in a statement at Valencia, said the 
Ministers had “‘ seen with satisfaction that the political orientation of 
certain democratic countries of Europe has veered favourably towards 
the legitimate Government. The political horizon in Europe therefore 
becomes clearer. . . .” 

The British M.P.s informed press correspondents that they had 
seen large quantities of munitions supplied by foreign Powers, and in 
the trenches captured from the Government French and Russian arms 
had often been found. 

The Madrid Junta issued orders that all persons who had come 
into the City since July 17th should be evacuated, and the transport 
of refugees towards the coast continued daily by every available means 
of transport. 

December 20th.—The Soviet steamer Komsomol was reported to 
have been sunk on December 14th by the insurgents while bound for 
Belgium with ores. 

December 21st.—The absence of fighting in Madrid was attributed 
to the fact that both sides had fought themselves to a standstill. 

At Oviedo the Government forces claimed to have blown up the 
arms factory at La Vega and to have set on fire many buildings in the 
town itself. 

In the Cordoba sector the insurgents claimed the capture of 
Valenzuela and the seizure of large quantities of arms and ammunition. 

The Madrid paper Juventud stated that General Franco owed 
Germany the equivalent of about {19 million for munitions, etc., sent 
to him, not including 237 aeroplanes also alleged to have been supplied. 
He was paying by shipments of iron ore, of which four shiploads, 
totalling 12,000 tons, were reported to have left Cadiz in October after 
unloading munitions. 

December 22nd.—The reply of the Burgos Administration to the 
Non-Intervention Committee’s plan for the supervision of imports to 
Spain at points of entry by land and sea was published. (It had been 
sent to the British Ambassador at Hendaye). 

The reply asked a number of questions, such as who the observers 
would be, where would they perform their functions, and what precisely 
these functions would be. 
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The Madrid Government issued, through the Embassies in London, 
























l re- 

Paris and elsewhere, a list of 105 people who had been shot “ without 
out trial and solely for their anti-Fascist sympathies by the Spanish 
the insurgents.”” They included mayors of towns, a military governor, the 
was Chief Justice of Catalonia, three civil governors and three professors, 
ack besides both Roman Catholic and Protestant clergymen. 
om- According to reports reaching Gibraltar large numbers of Germans 
1 of were reaching General Franco’s advanced headquarters from Seville 

of and Toledo, and the number at the important centres—Salamanca and 
the Madrid front—was estimated at 10,000 infantry. Junker aero- 
be planes and anti-aircraft guns were numerous and a German General 
was serving directly under General Franco at Seville. 
ate A body of Italians, estimated to number 6,000 landed at Cadiz. 

December 24th.—General Franco’s forces occupied three towns 
ith some 15 miles east of Cordoba and reported that the province was 
nd almost cleared of Government troops. 

December 26th —Government aircraft bombed Cordoba and Teruel. 
he The Air Ministry announced that four aeroplanes, coming from Sardinia 
of and commanded by an Italian, had bombed the international station 
ds of Port Bou and the High Bridge at Culera, and that the bridge had 
re been shelled by a warship which had been provisioned in Sardinia. 

The transference of merchandise from French to Spanish trains 
d was moved to Cerbére. 
in Announcement re seizure of German steamer Palos. (See Germany). 
1s A steamer leaving Tarragona harbour was fired at by a torpedo 





boat of unknown nationality. Two torpedoes, which missed the ship 
and came to rest on the beach, were reported to be of Italian 
manufacture. 

December 27th.—Government forces claimed the destruction of a 
convoy which was attempting to reach the insurgent outposts on the 
edge of the University City. They also advanced half a mile near the 
Toledo road. 

Representatives of the Basque Administration stated that the 
Palos had been found to be carrying 1,500 tons of war material, believed 
to be for General Franco. The cargo was being unloaded at Bilbao. 

December 28th.—A decree was issued merging into one unit the 
numerous police forces in the area of the country under Government 
control. It was to be entitled the Security Corps, and be divided into 
two groups, one in uniform and one without. A National Council of 
Security would preside over it, with the Minister of the Interior as 
Chairman. 

Announcement re closing of British Embassy and withdrawal of 
staff to Valencia. (See Great Britain). 

Request to League Secretariat for technical experts for humani- 
tarian work. (See League of Nations). 

The Minister of Justice announced that labour camps were to 
be started for all persons held as prisoners for offences against the 
régime. 

The British Chamber of Commerce in Madrid sent a telegram to 
the British Foreign Secretary stating that British subjects ‘‘ remaining 
in Madrid in defence of important British industrial and commercial 
interests, which cannot be abandoned without definite and irretrievable 
loss, urgently request that the British Vice-Consul be permitted to 
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remain here as an indispensable protection of those interests and | 


British property.” 


December 29th.—The British Chargé d’Affaires received instruc. 
tions from London that the Vice-Consul should accompany the Embassy 


to Valencia, and that the Consulate in Madrid should be closed. 

It was stated that out of 220 British residents only 43 had pu 
down their names for evacuation from the capital. 

The press reported that some 20 miles east of Cordoba insurgent 
forces, reinforced by “‘ a large body of German mercenaries under their 
own officers ’’ had attacked the Government lines. 

On the Guadalajara front the Government forces reported the 
capture of three villages. 


News was received of the death near Madrid of the First Secretar 
of the Belgian Legation, who had been killed by unknown assailants. 

The Director of Prisons announced that labour camps for “* Fascist ” 
prisoners would be established at once in Murcia, where work on a 
canal would be carried out. 

The insurgents reported that they had captured five Russian tanks 
near Teruel, making a total of 49 captured altogether during the past 
few weeks. 

Sefior Closas was appointed Secretary of Exterior Relations in the 
Catalan Government. 

It was understood in Barcelona that the Government were arranging 
to purchase regular supplies of wheat from Russia. 

Publication of appeal from Barcelona by German emigrés. (Se 
Germany). 


December 30th.—It was reported in Barcelona that a submarine 
attack had been made on the coast near the Llobregat lighthouse by 
a vessel believed to be Italian. A torpedo was found in the sand, which 
had stopped its propeller. 

The Catalan Commissioner of Public Order announced the establish- 
ment of a special service to control the self-instituted Anarchist and 
other bodies which were acting independently in defiance of the 
authority of the Government. (In Calella, for example, the Anarcho- 
Syndicalist Revolutionary Committee was stated to have refused to 
permit the formation of the new city government and to be “‘ imposing 
its will upon all, assaulting our headquarters, and for two months 
refusing to allow fishermen belonging to our union to put to sea.” 

The Catalan Socialist leader, Sefior Comorera, declared publicly 
that a new type of individual, known as “ the gangster of the revolu- 
tion,” had made his appearance and must be exterminated. Many ol 
them were said to be foreigners. 

Mr. Ogilvie-Forbes informed the British Colony in Madrid that 
the British Government had agreed that the Vice-Consul should remain 
in the capital, subject to recall at any moment. 

The Government reported that an insurgent troop train from 
Talavera had been blown up in the Aranjuez sector. 

The Belgian steamer Navex was stopped in the Straits o! 
Gibraltar by insurgent armed trawlers, and taken to Ceuta. 

The Government published the messages exchanged between thie 
Basque Government and the captain of the Kénigsberg regarding the 
steamer Palos. The captain declared that the Palos had been stopped 
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and al 25 miles from the coast, and demanded the restitution of the cargo 


and the liberation of a Spaniard found on board. 

The President of the Basque Government replied that the Palos 
had been stopped in territorial waters and that a British destroyer 
which was present could testify to this. The search of the vessel was 
in accordance with international law, as it was definitely established 
that there was war material on board, consisting of a certain quantity 
of celluloid ready prepared for the manufacture of munitions for guns 
and a number of field telephones. 

December 31st.—Madrid was shelled, and an artillery duel was 
fought with a preponderance of fire from the Government side. 

Fighting occurred in the olive fields in Cordoba Province, where 
the Government was attempting to drive the insurgents back along 
the River Guadalquivir from Montoro to Cordoba. 

Government troops reported the capture of Atienza, a key 
position between Guadalajara and Soria. 

The insurgents were reported to have mined the entrances to 
several ports on the east coast, and a steamer bound for Malaga was 
damaged by an explosion outside the harbour. 

Italian estimate of foreign assistance given to the Government 
forces. (See Italy). 

January 1st, 1937.—A semi-official statement issued in Valencia 
; said that the liberation of the Palos, minus her one Spanish passenger and 
the part of the cargo considered to be contraband, was in accordance 
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(Se with regular procedure and “in no wise a concession to German insolence.”’ 
The incident was considered closed. 
arine It also stated that ‘German pride, which has manifested itself 
¢ by BM harshly towards us since Germany decided to recognise the Franco 
rhich Government, has suffered a real humiliation.” 






Thirty British subjects left Madrid for Alicante. Non-Intervention 
Committee’s plan for supervision of imports to Spain. (See Great 
Britain.) 

It was learnt that the Catalan Government had signed a contract 
with the Soviet representatives for the purchase of 30,000 tons of wheat, 
flour, coal and sugar. 

The Valencia Government issued a decree providing that “ the 
civil authority may enter the domicile of any person, Spanish or foreign, 
without his consent to examine his papers or effects.”” The search was 
to be made during the day and be witnessed by the owner or one or 
more members of his family or two neighbours, and personal effects, 
apart from firearms, might not be seized. 

The object of the decree was to put an end to entry, search, and 
robbery of houses by unauthorized persons. 

The decree also authorized the civil authority to detain “ any person 
whom it considers necessary,’’ with whom it was obliged to take steps 
within 24 hours to place him at the disposition of a Judge or otherwise 
deal with him in a regular manner. 

The Ministry of War issued a decree offering unarmed deserters 
from the insurgent forces a reward of 50 pesetas, and armed deserters 
one of 100 pesetas. 

An insurgent armed trawler was reported to have stopped a British 
steamer Etrib near Europa Point and to have demanded to see the 
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ship’s papers. The captain refused to produce them and, after he haj 
stated his nationality, he was allowed to proceed. 

January 2nd.—Reports reached Gibraltar that some 4,000 Italians 
had landed at Cadiz. 

The Government Navy Office issued a communiqué stating tha 
the steamer Soton had been held up by the Kénigsberg on the coas 
between Gijon and Bilbao and had run aground near Santoiia ty 
avoid capture. The mate was taken off and compelled to sign a docy. 
ment, on board the German cruiser, notifying that the capture of the 
Soton was a reprisal for the detention of the Palos. 

The steamer Aragon had been captured by the Admiral Schee 
four miles south of the Sabinal lighthouse when on her way with a 
cargo of foodstuffs from Almeria to Malaga. The warship was later 
seen proceeding south with the Aragon following close behind. 

The head of the Catalan Secret Service informed the press that the 
police had arrested the leaders of Barcelona’s “‘Fifth Column,” who were 
plotting to facilitate the landing of insurgent forces on the coast. 

The British steamer Blackhill reported that she had been fired on 
by an armed trawler the day before when 20 miles north-west of 
Pasajes. (She was on her way to Santander to load ore for the Tyne.) 

Malaga was heavily bombed by insurgent aircraft. 


January 3rd.—An official communiqué issued in Valencia stated 
that the Government had received a message reading ‘“* The German 
Admiral commanding in Spanish waters is prepared to release the 
Aragon and to suspend further reprisals when the passenger and cargo 
of the Palos have been given up. I await a reply by wireless on board 
the Kénigsberg. 

The Government had decided not to submit to the pressure of the 
German Admiral, and would not even reply to his message, which was 
‘*couched in terms improper for communications with the Government of a 
sovereign State.” If the causes of these disputes were not speedily 
removed the Government feared that “the consequences may be 
irreparable.” 

It was understood that the Government had instructed the Fleet 
to protect Spanish merchant ships “ with maximum efficiency, firing 
against all ships that should threaten to attack them.” 

A German named Guedde was reported to have been executed at 
Bilbao late in November for fighting in the ranks of the Falange. 

An insurgent trawler stopped a tanker, reported to be Russian, 
and took it into Ceuta. 

The British Charge d’Affaires left Madrid for Valencia with the 
remainder of the Embassy staff. The capital was shelled and fighting 
occurred in the University City area. The Government claimed suc- 
cesses north of Guadalajara and south of Siguenza. 

The Catalan Prime Minister and two of his colleagues left 
Barcelona for Valencia to discuss the status of the Catalonian State 
and, in a press statement, Sefior Tarradellas said Catalonia would never 
retrace her steps to what she was politically before July roth. 

‘** Those who think,” he went on, “ that at this moment they can 
invoke the Spanish Constitution of the Catalan Statute as setting 
limits to our political ambitions are mistaken,” but he added that they 
did not consider themselves to have broken with Spain. 
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A Russian oil tanker the Komiles was taken to Ceuta by an insur- 
gent trawler. 

January 4th.—Discussions were held in Valencia with the Catalan 
Ministers, who were understood to have demanded a free hand in 
matters of finance, the army, and education, and the cession of funds 
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a in such departments of Government as had been taken over locally. 
Oiia to In Barcelona the P.O.U.M., or Marxist Party, complained that the 
» docu. reorganisation of the Catalan Cabinet on December 17th had taken 
of the place at the dictation of Moscow, which had given orders for the party 
to be crushed in the same way as had been done with the Trotskyists 
Scheer in Russia. 03) 
with Insurgent attacks were made on Madrid from the direction of 
s later Boadilla and Villanueva de la Cafiada, and heavy fighting took place. 
Two squadrons of Junkers machines dropped some 50 bombs in the 
at the city, several falling in the Legation area. 5 
D were The Foreign Minister, speaking at a Socialist Youth meeting at 
Valencia, said the sacrifices Spain was making to prevent civil war 
“Ss becoming a world conflagration were being annulled by the increasingly 
est of aggressive attitude of the Fascist States, especially Germany, who was 
ve | sending unlimited supplies of arms, as well as thousands of “ volunteers.” 
ag German intervention was directed towards making Spain a German 
isu: colony, but that would not be. ; 
tated Insurgent headquarters at Salamanca broadcast a communiqué 
vo stating that’ on the Madrid front their troops had occupied Villafranca 
f the del Castillo and the village of Manilla. The total advance at the centre 
my of the attack was over four miles. 
— Announcement re seizure of Spanish steamer Marta Janquera by 
| the Kénigsberg. (See Germany). 
the An insurgent broadcast from Tetuan reported the release of the 
was Aragon. 
t of a January 5th.—The Government transmitted a Note to the British 
dily Government calling attention to the German naval activities which, 
"be they stated, constituted the last links in the chain of continued violation 
by the German Government of the Non-Intervention Agreement.” 
‘leet It was declared that the Palos cargo consisted of war material and 
ring that her detention took place in territorial waters, and details were 
then given of the seizure of the Soton, Aragon and Marta Junquera, 
| at ‘under pretence of reprisals.” The Note continued: ‘ The Govern- 
ment of the Republic cannot agree that the exercise of the right of 
ian, vigilance in Spanish territorial waters, being applied to German vessels 





trading with the rebels, warrants either the firing on Spanish merchant 
ships, as in the case of the Sofon, or their seizure, as in the case of the 
Aragon—acts of aggression which constitute by themselves a flagrant 
violation of international law. 

“* On the other hand, the Government of the Republic cannot agree 
to the impositions of a German Admiral who referred to himself as “ a 
German admiral in Spanish waters’ without yielding in the matter of 
its sovereign rights. 

““This manner of proceeding on the part of the German Navy 
stationed in Spanish waters is likely to lead to the gravest complications 
should the Spanish Navy or Air Force, coinciding on the scene of such 
incidents, intervene to prevent the intrusion of the German Navy.” 
The Note concluded by stating that since, in such an eventuality, 
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all efforts to assure the localisation of the conflict might be irreparably 
compromised. the Spanish Government left to the judgment of the 
British Government the placing before the Non-Intervention Committee 
of the new situation. 

Severe fighting on the south and west of Madrid which had been 
going on for two days resulted in the Government forces improving 
their position in the south and freeing the Valencia road and the river- 
side from immediate menace. 

On the road to El Escorial heavy attacks by forces reported to 
consist largely of Germans forced the Militia to give ground. 

In the Majadahonda sector (10 miles west-north-west of Madrid) 
the insugents claimed to have advanced about five miles on a 10 mile 
front. 

Government columns operating along the roads to Soria and 
Saragossa reported the capture of Almadromes (65 miles north-east of 
Madrid) and some villages in the Henares valley. The capture of 
Atienza, on the Soria road, was stated to have given the Government 
forces control of a valuable cattle and wheat-growing area. 

Insurgent attacks on positions in Burgos Province were driven off. 
In the south, in Jaen Province, the Government forces were defeated, 
with heavy losses among the International Brigade. 


Sweden. 

December 18th.—A conference of naval experts of Sweden, Denmark, 
Norway and Finland opened in Stockholm to discuss the question of 
adhering to the London Treaty of March, 1936. 

The Prime Minister made a statement for the British press in 
which, referring to the theory of a world struggle between two ideologies, 
he said that all democratic peoples had been made to realize that 
democracy and individual liberty were not miraculous gifts, but had 
to be won, and once achieved, guarded like a rich treasure. The 
security of their institutions depended upon deeds, not words, and 
upon their willingness to sacrifice old prejudices in the interests of the 
common goal. 

By this he meant that they must be prepared to strengthen the 
hands of Governments so that they might be quick and resolute in 
action, and not allow the authoritarian States, who boomed their 
achievements upon a dazed world, to give the impression that de- 
mocracies lacked initiative and were incapable of decision. 

In Sweden national defence was no longer a party question, though 
many people might regret the necessity of the increased arms pro- 
gramme. All Swedes, he thought, would also welcome any proposal 
for strengthening economic contacts with the other Scandinavian 
countries, and now that powerful forces were trying to divide the 
world into two antagonistic groups, any move to strengthen the 
smaller States, which did not wish to belong to either camp, was a 
vital contribution to peace. 

They did not believe in self-sufficiency, though circumstances 
might arise to compel them to organize their economic existence so 
as to minimize the dependence of the Scandinavian States on outside 
sources of supply. 

The integrity and well-being of each member of the Scandinavian 
family was the concern of each and all of them, and the “ Northern 
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partners ’? were connected by such close ties of custom, language and 
history that they could not remain unmoved if one of them should fall 
on evil days. 

December 20th.—The press gave general approval to the declaration 
of the Prime Minister, but Conservative papers asked whether the 
statement that Swedes would not remain unmoved if one of their 
company fell upon evil days meant that action would be taken, or 
merely that they should express their sorrow, and just leave it at that. 

If some action was intended, the logical solution was to make 
preparation in time to secure that it be quick and effective. Declara- 
tions of principles concerning action and northern unity were merely 
empty phrases unless they were applied in reality. Such declarations 
were of little value if not supplemented by a military understanding. 

The Gothenburg press published an article stating that the Swedish 
Publishers’ Association had been requested by the German Publishers’ 
Association not to publish books that might be distasteful to the 
political leaders of Germany. The German Association called attention 
to a decision made by their own publishers “ not to publish or dis- 
tribute any books which, by the perversion of historical facts, insult 
the head of a State or nation, or which ridicule institutions and 
conditions sacred to a nation.” 

Booksellers had also been sent a similar communication, con- 
taining the statement that “the peace of Europe is endangered by 
the distribution of books that are foreign to Nazi mentality.” 


Switzerland. 


December 23rd.—The Government notified the Italian Government 
that it recognized Italian sovereignty over Abyssinia. 

December 25th.—It was announced that a new trade agreement 
had been concluded with Germany, in view of the devaluation of the 
Swiss currency and the decision of Germany not to make any increase 
in her debt to Switzerland. A financial arrangement was also made 
regarding sums of over £884,700 due by the Reichsbank, and tourist 
traffic was linked to coal consignments. 


Syria. 
December 21st.—The President of the Republic was forced to 
resign by the Nationalists at the meeting of Parliament in which they 
had an overwhelming majority. They elected as President Hashem 
Bek el Attassy, the leader of the Nationalist bloc, who had been head 
of the delegation which negotiated the Treaty with France. 

A Nationalist Cabinet was then formed under Jamil Bek Mardam 
as Prime Minister. 

; December 26th.—Parliament ratified unanimously the Treaty with 
‘rance. 

January 4th, 1937.—The High Commissioner decreed the restoration 
of the Lebanese Constitution of 1926. Ina message to the Lebanese 
Government he recalled the abuses of the Parliamentary régime which 
had necessitated its suspension in 1932, and warned them against 
making the machinery of administration disproportionate to the size 
of the population and the resources of the country. He also recommend- 
ed the scrupulous handling of State finances. 
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Tangier. 

December 25th.—The offices of the paper Democracta were wrecked 
by Italian sailors and civilians. 

December 28th.—The British battle cruiser Repulse arrived in the port, 


Turkey. 

December 16th.—Attitude of Foreign Minister at Geneva re the 
Alexandretta dispute. (See League of Nations). 

December 29th.—The Acting Minister for Foreign Affairs, speaking 
at a meeting of the Peoples’ Party in Angora, said it was hoped that 
the conclusion of a pact of friendship between Bulgaria and Yugo- 
slavia, far from weakening the Balkan Entente, would further promote 
general good-will in the Balkans. 

Turkish foreign policy, he said, was following closely the negotia- 
tions between Great Britain and Italy, and they expected that any 
agreement reached would greatly strengthen security in the Mediter- 
ranean. Their proposals regarding Alexandretta were, he said: (1) 
independence of the Sanjak ; (2) its inclusion in a confederation with 
Syria and Lebanon ; (3) demilitarization of the area ; and (4) the lease 
to the Turkish Government of part of the port of Alexandretta. 


U.S.A. 

December 17th.—Government’s attitude towards British decision 
to retain over-age cruisers. (See Great Britain). 

December 20th.—The Navy Department announced its intention 
to retain a total of 59,000 tons of destroyers in excess of treaty limits. 
(There was not enough over-age cruiser tonnage to make up the figure 
to which the U.S.A. were entitled. The retention of 40,000 tons had 
been announced already, and the additional 19,000 were to match the 
British cruiser tonnage). 

An appeal was issued by over 100 leading clergymen and laymen 
in all parts of the States to raise $400,000 for the relief of Christian 
refugees from Germany. The appeal stated that many of these people 
had fled from Germany because they feared the effect of the Nazi 
teachings on their children. 

December 21st.—The Secretary of the Treasury announced that a 
‘* far-reaching new control policy ” covering purchases of gold was to 
be adopted, by which the purchases would be made through a Stabiliza- 
tion Fund financed by issues of Treasury Bills. (Under the existing 
system the metal was bought by banks). 

The Supreme Court, by a 7 to 1 decision, upheld the constitu- 
tionality of the arms embargo enforced in 1934 during the Chaco war. 
Its ruling emphasized the principle that the President’s discretionary 
powers were much greater in foreign affairs than in domestic ones, and 
drew attention to the fact that he often had confidential information 
which could not be disclosed to Congress. 

The Court noted the right of the President to negotiate inter- 
national agreements without the consent of the Senate, provided that 
they were not treaties in the constitutional sense. The judgment 
declared that “‘ a political society cannot exist without a supreme will 
somewhere . . . and sovereignty is never held in suspense.” 

The Secretary for War, in his annual report to the President, 
recommended that enlistment in the Regular Army should be increased 
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o the limit authorized by Congress—165,000 men and 14,000 officers, 
pnd the National Guard enlarged to 210,000 men. He also recom- 
ended the building up of a reserve of some 150,000 “ enlisted 
the port. ecialists ” to form a nucleus in the event of a major mobilization. 
December 28th.—The State Department announced that licences 
ad been granted for the export of second-hand aeroplanes and parts 
| ve thet orth $2,777,000 to Bilbao. It added that it had no power to refuse 
"fi licence. 
peaking The annual report of the Secretary of Commerce was presented 
ed that i. Congress and showed the national income for 1936 as $60,000 million, 
-Yugo- ff total equal to the expenditure for the first time since 1929. 
romote The report described nine reciprocal trade agreements concluded 
_ fturing the fiscal year ended June 30th as “a major step towards the 
egotia- Becovery of our foreign trade on a definite and equitable basis.” 
at any December 29th.—The President told a press conference that he 
lediter- Biyoured legislation giving the President discretion to apply an embargo 
d: (1) fin arms to nations suffering internal strife. 
n with December 31st.—It was announced in New York that the Inland 
€ lease Exploration Company had secured a 75 year concession for oil in 
» \fghanistan, covering a large area. 

January ist, 1937.—A strike in the motor car industry began, and 
in some cases the factories were occupied by the workers. Many sub- 
sidiary industries were affected. 

; January 2nd.—Preparations were made at Flint, Michigan, to eject 
ention #« sit-down ” strikers from the factories with tear gas bombs. 
limits. January 3rd.—The Acting Secretary of State announced the receipt 
figure fof the Note from Mexico regarding the sending of war material to Spain 
r4 had Band described its assurances as a “ voluntary and most friendly recog- 
h the Brition ” of the non-intervention policy of the United States. 

January 4th—Five aeroplanes for Spain were loaded in a 
ymen § Spanish steamer in Brooklyn, the first part of the consignment for which 
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istian Bi licences had been issued. 
eople January 5th.—The new Congress met, but only formal business 
Nazi J was done. 

The State Department announced that a licence had been granted 
he for the export of aeroplanes, machine guns, rifles, etc., to a value of 


—- $4,507,000, to the Spanish Government. 

iliza- The strike in the motor industry was reported to have reached a 
sting complete deadlock. The United Automobile Workers Union threat- 
ened to close all the factories of General Motors by a general strike, 
while the President of the Corporation posted up a notice declaring 
that the dispute was simply over the question :—would a labour organ- 
nary Fisation run the plants of General Motors or would the management 


titu- 
war. 


and ff continue to do so ? 
tion 
US.S.R. 

iter- December 17th.—-Signature of Trade Agreement with France. 
that Ff (See France). 
— December 20th.—Report re sinking on December 14th of steamer 
will | Komsomol by Spanish insurgents. (See Spain). 

The first national congress of wives of Red Army officers opened 
"nt, J in Moscow, under the presidency of Stalin. The Minister of War, in an 
sed address, said that side by side with the Army, or more correctly, within 
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it, there was still another and equally great army—an army of great 
strength, inexhaustible energy, impetuous initiative, and splendid 
deeds, an army of wives, mothers and sisters of their commanders. 

December 26th.—It was announced that a further 1,500,000 acres 
of State land was to be transferred to the collective farms in White 
Russia. This was the third of such grants and involved over 12 million 
acres. 

December 28th.—M. Litvinoff informed the British and French 
Ambassadors that the Government were prepared to accept the Anglo- 
French proposal for a ban on volunteers for Spain, subject to certain 
conditions held to be necessary for making it effective. 

Announcement re signing of protocol extending the Fisheries 
Convention. (See Japan). 

It was stated in Moscow that negotiations for the signature of a 
new Convention might be begun again in 1937. (The Convention had 
been ready for signature since October, but this was held in abeyance 
by the Soviet Government in consequence of the Japanese agreement 
with Germany). 

December 30th.—The Government’s reply to the proposal for a 
ban on volunteers for Spain was published. This stated that the Soviet 
considered it “‘ an indisputable fact that the forces fighting against the 
Spanish Republican army consist in the overwhelming majority of 
foreign elements, among which Spaniards play a most insignificant 
part. Since the very beginning of the struggle the forces of the rebels 
have consisted mainly of Moroccans and the so-called Foreign 
Legion. ...” 

The rebellion constituted an attempt to overthrow the existing 


Parliamentary system “‘ created by the expression of the will of the 
entire Spanish people.” After stating that lately Germans and Italians 


“ec 


had been arriving in Spain “‘ in masses on board special ships,” and 
that it was not a case of a volunteer movement the reply set out the 
conditions on which the Soviet were prepared to join in the proposal 
for the prohibition of citizens going there as volunteers. They were: 

(1) The signatories of the Agreement should express their consent 
to the establishment of effective control over its observance ; (2) the 
measures of control should be adopted as early as possible, regardless 
of the views of the rebel generals ; (3) the signatories should at once 
undertake the moral obligation to watch, through agents on the spot, 
the arrival of so-called volunteers, and that reports about them should 
be published for general knowledge ; and (4) the earliest possible date 
should be fixed for the conclusion of the agreement, so as to prevent 
an increase “ precisely now” in the dispatch to Spain of so-called 
volunteers. 

December 31st.—Reports re arrests of Germans in Leningrad and 
elsewhere. (See Germany). 

January 3rd, 1937.—It was stated in Moscow by officiais of the 
State Industry of Transport that the working plans for 1936 had been 
more than fulfilled. Pravda said that wreckers had failed to blow up 
their State plans ; heavy industry had exceeded its estimates, and the 
railway system had “ redeemed its pledge to the great engine driver of 
the locomotive of revolution, Comrade Stalin,” by loading an average 
of 86,000 trucks a day. 

The paper added that “ Filthy agents of Fascism, traitors to the 
Fatherland, counter-revolutionary Trotskyists and their accomplices, 
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and also Right Wing Bolsheviks attempted to wreck Soviet industry. 
The band of Trotsky, Zinovieff and Piatakoff hoped to destroy Socialism 
and restore Capitalism,”’ but no force existed that could stem the trium- 
phant march of the people. 


Vatican City. 

December 25th.—The Pope broadcast a message to the world, in 
which he referred to the Civil war in Spain, where it seemed that the 
propaganda of those evil forces (to which he had referred earlier) had 
wished to make a supreme experiment of all the destructive forces 
scattered throughout the world which they had at their command. This 
was a new menace more threatening than ever before for the whole 
world, signs and portents, of terrifying reality, of what was being 
prepared for Europe and the world if they did not hasten to adopt 
the necessary remedies. 

His Holiness also said: ‘‘ Among those, moreover, who claim to 
be the defenders of order against subversion, of civilization against the 
spread of Atheist Communism—nay, but in this defence claim for 
themselves leadership—we see with sorrow not a few allowing them- 
selves to be dominated and be guided by false and fatal ideas, both in 
their choice of remedies and in the appraisal of their adversaries. False 
and fatal, we say, for whosoever seeks to lessen or stamp out in the 
hearts of men, and especially in the hearts of the young, faith in Christ 
and His Divine revelation ; whosoever seeks to portray the Church 
of Christ . . . as the avowed enemy of national prosperity and progress, 
such a one is not only no builder of a prosperous future for humanity 
and his own country but, on the contrary, he is destroying the most 
effective and decisive means of defence against the dreaded evils, and 
he is even . . . working with those against whom he believes and 
boasts that he is fighting.” 


Yugoslavia. 

December 29th.—The Politika, in a leading article, stated that the 
uncovered claims of the Yugoslav exporters to Germany in 1935 
amounted to 400 million dinars (nearly £2 million). Offers had then 
been made to reduce this by the import of more German goods, but 
Germany’s shortage of raw materials had compelled her to make large 
purchases from Yugoslavia, and the debt was still uncovered. 

As a result the unpaid claims of Yugoslavia amounted by the 
middle of December, 1936, to 340 million dinars. 

December 31st.—It was officially announced that the Government 
had informed the Bulgarian Government that they accepted the latter’s 
proposal for the conclusion of a pact of friendship. The Yugoslav 
Government had consulted their friends and allies, and the Governments 
of Greece, Rumania, Turkey and Czechoslovakia had declared them- 
selves in favour of the proposal. 

January 4th.—It was learnt that a special meeting of the Holy 
Synod of the Serb Orthodox Church had decided to oppose in every 
possible manner the Bill, submitted by the Government and in the 
Committee stage, putting into effect a new Concordat with the Vatican. 

The Orthodox Church considered that the Concordat strengthened 
materially the position of the Roman Catholic Church, and discriminated 
against itself in matters of Church property, the establishment of monas- 
teries, theological colleges, and other activities. 
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